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Looking Ahead! 


The following articles now in preparation will 
appear in this Journal in subsequent issues: 
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Outlying Business Property 


Neighborhood Factors in the Apprais- 
ing of Homes 


Real Estate Board Appraisal Commit- 
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The Appraisal of Riparian Rights 





The Appraisal of Air Rights 


New Developments in the Technique 
of Tax Appraisals 


Appraising Real Estate for Mortgage 
Loans 


Population Trends 
Appraising Percentage Leases 


Work Sheet for Use in Appraising 
Homes 


Alley Influence 
The Treatment of Depreciation 


Procedure in Appraising Leasehold 
Interests 


Effect of Public Improvements on 


Value 
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President's Page 


Who will endow a graduate school in Real Estate Research? Many are 
the schools in other professions, training and building men for leaders in the 
various fields; but real estate—representing fifty percent of the wealth of our 
nation—has no schools comparable with those in medicine, law, journalism, 
accounting, etc. 


The first Course in Real Estate Appraisal held this summer at the Univer- 
sity of Chicago by the American Institute of Real Estate Appraisers has been 
brought to a close. One-hundred thirty-four students from twenty-six states 
enthusiastically engaged in an intensive classroom and case-study program. 
Students, yes —but a majority were experienced appraisers. Many had al- 
ready achieved distinction in the appraisal profession—yet each one took 
from two to four weeks’ time away from his personal business affairs to come 
to school and study the latest theory and practice of appraising. 


These students represent but a fraction of the hundreds of appraisers 
throughout the country who expressed interest in the courses, who felt the 
need for a better understanding of the forces that create value in real prop- 
erty, and who want to learn how to measure more precisely the worth of vari- 
ous kinds of rights in real estate. 


Research and education in real estate is one of the major objectives of the 
American Institute of Real Estate Appraisers. Its case-study courses, so suc- 
cessfully conducted this summer at the University of Chicago, constitute but 
a small part of a comprehensive program now being developed by K. Lee 
Hyder and his able committee. This program will become a reality as rapidly 
as the cooperative efforts of the Members of the Institute and its limited re- 
sources can bring it about. The loyalty and the professional spirit of our 
Members assure us of ultimate success in this great undertaking. 


There is much to be done, and the need for men is great—men who will 
give of their time and effort, not for the honor and glory, not for remuneration, 
but for the sheer joy of engaging in a movement to advance the profession of 
appraising, to improve methods, to study, and learn, and then teach others. 


We have begun an experiment in education that is already hailed as one 
of the most interesting experiments in adult business education in our time. 
The opportunity is far vaster than this. In the endowment to real estate re- 
search, some new George F. Baker or John D. Rockefeller has the opportunity 
to advance the well-being of his fellows in relation to the first essentials of 
any national planning and the first essentials of every stable human activity 
and every family’s life. 


oe 


President, American Institute 
of Real Estate Appraisers 














This Thing We Call Depreciation 


HROUGHOUT all history the greatest minds of each generation have searched 
unsuccessfully for the “Elixir of Youth’—the yet unknown and unplaced ele- 
ment which shall stay the ravages of time. Modern achievements in medical 
and other sciences have been such as to lend some hope for a longer life expectancy ; 
in fact, the biblical span of “three score and ten” might well be outmoded were it not 
for the offsetting hazards of sudden death from causes unknown a quarter century 


ago—the penalties of advancing civilization. 


The human machine lasts longer in a temperate climate and under a pleasant 
environment, and each community has its favorite refuge for repose and rejuvenation. 
And in the mechanical world, as well, the productive machinery must be allotted a 
period of rest, and undergo rehabilitation if it is to render the highest degree of 


service. 


Man, however, has been ruthless through the ages. He has been wasteful of the 
earth’s resources and careless with the tools with which he works. His greatest 
enemy has been and still is depreciation, a relentless foe of the guerilla type which 
cannot be defeated and, at best, can only be held in check. 


The recent past has been marked by great technological development, by the 
wholesale scrapping of efficient facilities for those of greater and greater capacity. 
Age and deterioration have been the smallest factors in the limiting of the useful 


life of much of our productive equipment. 


The coming era must be one of conservation and coordination, of internal reor- 
ganization rather than expansion. If we are not to lose that which we have gained, 
time must be set aside for reconstruction. If we are to set up an adequate defense 
against the ravages of depreciation we must learn its methods of attack and strengthen 
the most vulnerable approaches. The real estate appraiser is vitally concerned with 


this complex problem and his efforts will aid materially in its solution. 


The Nation’s productive equipment must inevitably deteriorate, but with in- 
telligent planning we shall extend the span of life, augment the units of utility, 
and thereby—to a measurable degree—retard this thing we call depreciation. 
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Depreciation 








Adapted from the text material developed for the Courses in Real Estate 
Appraisal conducted by the Institute at the University of Chicago during 
August, 1935. The Journal will carry from time to time further extracts 
from this text material relating to subjects of special significance.—Ed. 








I 


EPRECIATION is a loss in desira- 
bility, price, or value, irrespective 
of the cause. It is an effect. In 

appraisal technique, the term is relative, 
usually comparing the condition and de- 
sirability of a structural unit as of differ- 
ent moments in time. 

The major causes of depreciation may 
be cataloged under the following head- 
ings: 

1. Physical Depreciation, or deterioration, 
which is the loss in value occasioned by wear 
and tear, disintegration, use in service, 
and/or the action of the elements. It is 
measured by a comparison of the existing 


physical condition of the building with that 
of a similar new one; 


2. Functional Depreciation, or obsolescence, 
which is the loss in value arising from de- 
creased utility, inadequacy, over-capacity, 

changes in the arts and sciences, or other 





influences which affect the structure itself, 
or which affect its relation with other items 
in a larger property. This type of deprecia- 
tion arises from conditions inherent in the 
structure itself; 


3. Economic Depreciation, or obsolescence, 
which is the loss in value arising from de- 
creased utility of the structure, which is 
occasioned by external economic conditions 
which affect the character or degree of its 
utilization. This item of depreciation does 
not arise from conditions inherent in the 
structure but from those outside of and 
environing it. 


For the sake of clarity later it may be 
well to point out that a “decreased utility” 
of the structure may be called either a 
“functional” or an “economic” deprecia- 
tion, depending entirely upon the cause 
which brought it about. If the cause is 
some condition within the structure itself, 
then it is “functional”; if without the 
structure, it is “economic.” 
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DEPRECIATION 





from all causes 























may be | classed as 
PHYSICAL FUNCTIONAL | a | ECONOMIC 
obsolescence obsolescence 


deterioration 





is occasioned by: 


is occasioned by: 


is occasioned by: 











excessively— 
thick walls 


wear and tear 
caking in pipes 


termites high ceilings 
dry-rot large rooms 
decay hydraulic elevators 


undermining of foundations 
corrosion of iron 
crystallization of steel 

etc. 


obsolete boilers 
antiquated plumbing 
inadequate closet space 
“Gold Door Knobs,” etc. 


decreasing population 
Infiltration of— 
inharmonious uses 
incongruous uses 
illegal uses 
immoral uses 
infiltration of people of lower 
living standards 
legislation— 
local or national 
supercession by larger units, etc 








INHERENT IN THE STRUCTURE 


The Property 


ENVIRONING THE 
STRUCTURE 
The Neighborhood, etc. 





PHYSICAL DEPRECIATION (deterioration) 


In all buildings the inexorable actions 
of the elements invariably take their toll. 
Depreciation is as certain as time itself! 
In addition to those observable deficien- 
cies, or subnormalities arising from use, 
such as wear and tear, there may be hid- 
den ones as well. Incrustations of lime, 
magnesia, and other mineral salts in 
water pipes, the decreased efficiency of 
heating plants, dry-rot and decay of un- 
der-pinning, undermining of the founda- 
tion through seepage, crystallization 


and/or corroding of steel, stoppages of 
waste in sewer lines, and many other such 


conditions are responsible for a lowering 
in value of properties. Such losses, gen- 
erally called deterioration, are some of the 
general causes of depreciation. 

In a measure, the amount of deteriora- 
tion which a property suffers will be con- 
trolled by the care exercised in its use and 
the making of repairs when needed. Not 
uncommonly, owners of properties will 
neglect to make necessary repairs until 
great damage is done. The failure to keep 
in repair the roof, walls, and windows 
might permit the entrance of rain water, 
with consequent injury to ceilings, walls, 
and floors. The failure to ventilate prop- 
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erly under a house may be conducive to 


the formation of “dry-rot” and the decay 
of the understructure. Then, too, termites, 
if uninterrupted in their labors, will de- 
stroy the very wood of which a structure 
is built. 

It thus becomes apparent that the 
amount of physical deterioration will de- 
pend more or less upon the past care ac- 
corded the structure. Common are the 
cases in which identical structures of 
similar ages have widely different remain- 
ing useful lives, due to differences in care 
and upkeep. 

Then, too, the matter of “shoddy” con- 
struction cannot be passed without com- 
ment. Cheaply-built houses, sometimes 
called “jerry-built,” have comparatively 
short lives with expensive maintenance 
costs in the meantime. Well-built struc- 
tures are created with greater capacity to 
resist the ravaging influences of time with 
a minimum amount of maintenance. 

In cheaply-built structures, periodic re- 
placements of various items must be made 
more frequently than in those better con- 
structed. Such buildings also suffer an 
excessive maintenance cost as contrasted 
with new buildings or equipment, or those 
of the same age but of better construction. 
Property expense may be classified as: 

Maintenance refers to the expense incurred 
in order to obtain the full utility of the prop- 
erty, but which expense does not extend its 
future useful life. For illustration, installation 
of a washer in a plumbing fixture, cleaning 
tukes in a boiler, repainting or redecorating, 
and similar items are called maintenance. 

Replacements, in contradistinction thereto, 

refer to renewals of items in the building which 
do extend its physical life, thereby offsetting 
continuing depreciation. For illustration, the 
renewal of plumbing. fixtures, boilers, elevators, 


furnaces, and the like are termed replacements. 
Thus, the essential difference between 


“maintenance” on the one hand, and “replace- 
ment” on the other, is that while the former 
expense is incurred for the purpose of preserv- 
ing the capability of the property and its equip- 
ment for future use, the latter is the restoration 








of the capital used up in service and therefore 
extends its useful life. 

Additions to Capital refers to expenditures on 
extensions or partial extensions through replace- 
ments” in which there is more property added 
and usually more dollars invested than there 
were before. 


In considering “accrued depreciation” 
for any property as of any date it is de- 
sirable to call attention to two things, (1) 
the need for an actual physical inspection 
of the property and (2) the unwarranted 
use of “average depreciation rates.” 

Great differences are found in the qual- 
ity of construction and workmanship 
in structures built from the same identical 
plans, but from different specifications. 
One house may be well built of first class 
materials; the other may be cheaply built 
of poorer materials to keep the cost down 
with the hope of increasing the profit from 
the sale of the property. 

In the first place, such differences will 
affect not only the reproduction cost new 
of these respective properties at the time 
of appraisal, but will affect the mainte- 
nance cost as well. These conditions can 
be discovered only by an actual inspection 
of the physical property. This inspection 
will reveal conditions which will lead to 
the conclusion that the cheaply-built struc- 
ture will have a lesser reproduction cost 
new, will have a greater annual mainte- 
nance charge, and, finally will have a 
shorter life. Briefly, deterioration (hence 
depreciation) will be much more rapid in 
such properties. 

“Average Depreciation Rates’ based 
upon so-called “Life Tables” are dan- 
gerous in inexperienced hands and are at 
best merely a guide or a point of de- 
parture in considering any particular 
case. Practically every depreciation table 
has been developed and designed for use 
in the accounting for depreciation rather 
than in the measurement of existing ac- 
crued depreciation in any given structure 





408 





Tue Jourwat or Tue American INstiTuTE or Rear Estate APPRAISERS 





as of any given date. Therefore, such 
tables have no direct practical application 
as applied to any specific structure. 


FUNCTIONAL DEPRECIATION 


Functional depreciation is a change in 
the utility of the structure itself. Some of 
the conditions cataloged under this type 
of depreciation are changes in architec- 
tural styles and designs, and in interior 
fixtures and arrangements. In this class 
belong the out-moded styles, such as those 
architectural monstrosities of the ’80s and 
90s with a profusion of “gingerbread” 
millwork; bizarre cornices, stone fronts, 
stone towers, turrets, and other evidences 
of antiquity. 

The desire of people to possess the bene- 
fit of the latest style always renders the 
out-moded structure less desirable, makes 
it antiquated, and at the same time lessens 
it in desirability and value. 

Functional depreciation 
denced by such things as: 


1. Walls two feet thick where one foot would 
be adequate. 
2. Ceilings fourteen feet high where ten feet 
would be proper. 
3. Hydraulic elevators in a well-located office 
or apartment structure. 
Obsolete boilers and heating plants. 
Old style bathtubs and antiquated plumbing. 
6. Houses with rooms too large or too great 
in number. 
7. Houses with an inadequate amount of closet 
space. 
8. Houses which suffer from poor floor plans. 
9. Over-capacity of industrial plants because of: 
A. The degree of over-improvement, i.e., the 
amount of the cost in excess of the need; 
B. The inordinate operating expense oc- 
casioned by the over-capacity portion of 
the plant. 
10. “Gold door knobs” (to press the point). 
11. Ete. 


It is thus seen that functional deprecia- 


tion is the loss in value arising through 
decreased utility, inadequacy, over-ade- 


is also evi- 


ote 


quacy, changes in the arts and sciences, 


or similar influences that affect the struc- 
ture itself, or its relation with other items 
comprising the larger property. 

Quite often this item of functional de- 
preciation constitutes the major portion 
of the total depreciation suffered by a 
property. Not uncommonly, deteriora- 
tion, called physical depreciation, is rela- 
tively unimportant and of small amount 
when contrasted with functional deprecia- 
tion. 

ECONOMIC DEPRECIATION 


Last, but by no means least of the ele- 
ments of depreciation is that of economic 
origin. Frequently this type outweighs 
all others. Economic depreciation is the 
loss in value arising from decreased util- 
ity which is brought about by external 
conditions which affect the character or 
degree of utilization of the property. 

Some of the extraneous influences which 
adversely affect the desirability, utility, 
and value of property, the result of which 
is known as “economic depreciation,” are: 


1. A decreasing population in the neighbor- 
hood, city, or metropolitan area. 


2. An infiltration of people of lower living 
standards. 
8. An infiltration of any inharmonious, non- 


conforming property use. 

4. An infiltration of illegal or immoral property 

uses. 

5. Legislation, local or national. 

6. General economic conditions. 

Residential districts change but seldom 
for the better. In many of the best resi- 
dential districts of a decade or so ago, the 
use of property has gravitated to board- 
ing house dedication without the land be- 
coming more valuable for apartment, 
business, or other usage. 

However, it is indicated that the rate 
of such decline in value will be less in the 
future than in the past. This is because 
of the fact that the population growth of 
the United States has been declining and 
is predicted, by competent authorities, to 
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become stationary within another genera- 
tion. Because of these conditions it ap- 
pears reasonable to assume that obso- 
lescence will not be as rapid in the future. 
This applies not only to home properties, 
but to stores, office, and other structures 
as well. 

This condition is the effect of immigra- 
tion restrictions along with changes in 
the nation’s birth and death rates. Even 
without the new immigration laws, the 
tendency would be for a decline in the rate 
of growth. Philosophically, integration 
develops resistance against further in- 
tegration: growth develops resistance 
against further growth. The manifesta- 
tions of this all-pervading principle are 
discernible on every hand. 

A study of this form of obsolescence in 
various communities leads one to the con- 
clusion that its rate is not uniform in all 
cities. Further, it is discovered that its 
rate is fastest in those areas most rapidly 
increasing in population, that is, in such 
places obsolescence most rapidly takes its 
toll. During times of a rapid influx of 
population into any city, new areas are 
subdivided into lots and new residential 
districts become established. 

As places of residence, these newer 
areas present a stronger appeal than the 
older ones. People residing in the older 
areas, particularly the younger element, 
are inclined to move into the newer areas. 
Home properties in the old district are 
sold or rented, such sales usually being 
made to those who cannot afford to move 
into the newer tracts. Therefore, such 
sales are made to people of lower earning 
abilities, educational attainments, and 
social characteristics. This, along with 


the transition from an “owner-occupied” 
to a “rented-occupied” neighborhood, is 
accompanied by a lowering in desirability 
and value. “i 

In this manner the transition takes 








place. Not uncommonly, particularly in 
the larger cities, there may be a succession 
of movements out of the area, followed by 
movements into the district of people of 
successively lower social characteristics, 
each accompanied by a corresponding 
decline in desirability and value of home 
properties therein. 

However there is a meliorative trend 
in parts of many such neighborhoods. 
Numerous are the cases wherein the 
downward movement of real estate values 
has been arrested by a transition of the 
utility of the properties to more produc- 
tive uses, such as apartments, stores, or 
industries. In such cases the deprecia- 
tion of the buildings would be full and 
complete, and accompanied by an increase 
in the land value. Thus, the land might 
be said to absorb the building value. 

For illustration, in a growing apart- 
ment house district, a lot costing $4,000 
might have been improved with a $12,000 
structure which was warranted at the 
time. However, with the passage of time 
and the successive improvement of the 
area with larger and more costly struc- 
tures which are then warranted, the 
original $12,000 building suffers a dis- 
tinct competitive disadvantage. 

The larger buildings, because of lower 
unit construction costs and lower operat- 
ing expenses (per rentable unit) are able 
to rent space for a lesser amount (per 
rentable unit). 

It is demonstrable that multiple-family 
rentals tend to be set by the more efficient 
properties and for this reason the income 
of smaller competitors in the same area 
must suffer. Therefore, the reduction in 
the market price of the smaller property 
from its reproduction cost is, to a large 
extent, the measure of economic deprecia- 
tion. 

In this case it is seen that the once ade- 
quate improvement has become an under- 
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improvement or, rather a “misplaced” 
improvement due to an inefficiency in 
utility which has been brought about by 
extraneous influences of an economic na- 
ture. This loss in value might be desig- 
nated best as economic depreciation. 

By way of illustration, the reproduction 
cost of the smaller apartment at the time 
of its construction may have been as fol- 
lows: 





Land Value, by comparison....... $ 4,000 
I OE IR igh 5 oo oms cg 6 p00 12,000 
Ce ean ie era perce $16,000 


However, with the passage of time and 
the erection of larger units, the follow- 
ing condition may be found: 

Land Value, by comparison, has 
I NFU 5 pa dw Ah dass asl a $ 8,000 
Building—its cost today less physi- 
ical and functional depreciation 10,000 





Total Cost less depreciation... .$18,000 


However, due to the enforced lowering 
in rentals in the smaller building, occa- 
sioned by the larger, it may be that the 
capitalized value would fall to $13,000. 
Then, and in such event, the “economic 
depreciation” would be $5,000 ($18,000 
less $5,000). 

Depreciation arising from legislation is 
well-illustrated by what happened to 
breweries after the enactment df prohibi- 
tion. The value of such buildings, ma- 
chinery, and equipment immediately sank 
to low levels and the land followed in the 
downward movement for the very suffi- 
cient reason that it could not be used for 
any other purpose so long as the struc- 
ture remained thereon, except after con- 
siderable expense had been incurred for 
remodeling for other types of utilization, 
if such were economically possible. 

There are at least three ways in which 
zoning may depreciate the value of prop- 
erties: 


1. By restricting properties to uses for which 
they are not economically suited. 


2. By adding to an already existing over-supply 
of properties restricted to a particular util- 
ization. 

3. By preventing properties already improved 
and in use being converted to a higher and 
better use. 

Depreciation arising from changed eco- 
nomic conditions has been recognized by 
the courts, particularly those bodies deal- 
ing with inheritance tax parcels. By way 
of illustration, in an actual case an ex- 
pensive store building was erected to cater 
to a high-class retail shopping trade with 
ultra-expensive merchandise, the profits 
from which provided adequate returns 
on the cost of the structure. The “de- 
pression” brought about a change in mer- 
chandising methods and forced the lower- 
ing of the grade of merchandise handled. 
As a consequence, the expensive, beauti- 
fully decorated high-class structure be- 
came too costly for the type of business 
then transacted. This change in economic 
conditions brought about a change in mer- 
chandising methods with the result that 
a less costly structure would have served 
the same purpose. This difference has 
been recognized as a depreciation due to 
changed economic conditions, and, in this 
particular case, was allowed as _ obso- 
lescence before the structural and func- 
tional depreciation was considered. 

II 

Buildings and equipment have finite 
lives. Unlike land, there comes a time 
when usefulness must cease because of 
exhaustion, economic conditions, or other 
reasons. Age refers to that which lies in 
the past; life refers to that which re- 
mains. 

Buildings and equipment may be said 
to possess two kinds of life, (1) physical 
life, and (2) useful life. It is an observ- 
able fact that the remaining useful life 
of a building is ofttimes of much shorter 
duration than its physical life. This in- 
controvertible fact leads to the inescap- 

















DEPRECIATION 





able conclusion that there must be factors 
other than physical life operating to pro- 
duce depreciation. 

In appraisal procedure, empirical rules 
have been formulated for the purpose of 
pointing out the “average” lives of build- 
ings. These rules are helpful only inso- 
far as they mark a starting point as a 
guide. However, they are general aver- 
ages computed from widely dissimilar 
quantities, the exceptions to which are 
legion. 

As a guide in estimating depreciation 
arising from any of its causes, age is of 
the least consequence; observation is of 
infinitely greater importance. 


FUTURE USEFUL LIFE 


The future useful life of a structure, 
residence, or other types, will terminate; 
that is, its depreciation will become 100% 
at that time when its presence upon the 
site ceases to enhance the value of the site. 

For illustration, if an old property is 
found to produce an annual revenue which 
is just sufficient to pay taxes, insurance, 
upkeep and repairs, rent collections, and 
other expenses of the property, including 
a reasonable return (interest) for the use 
of the land, leaving no surplus imputable 
to the structure itself, neither at present 
nor prospective, it has ceased to possess 
value for the reason that it has ceased to 
justify its existence by producing a net 
return to itself. In such cases the struc- 
ture is not an “improvement” for the rea- 
son it does not improve the land; and the 
value of the property is the value of the 
land alone. However, if the income is 
sufficient to carry the taxes and other 
charges on the land, there may be some 
nominal value attaching to the improve- 
ment for this reason but at best this is 
of a temporary character. 


ACCOUNTING FOR DEPRECIATION 


There are two commonly known pro- 
cesses employed in providing for antici- 
pated depreciation. They are (1) the 
Sinking Fund Method and (2) the 
Straight Line Method. An exposition of 
their employment in the appraisal process 
follows: 

In the Sinking Fund Method the annua! 
depreciation charge (for the future) is 
assumed to be equivalent to that sum of 
money which, if invested each year in a 
compound interest sinking fund will, at 
the end of the estimated useful life of the 
building, be sufficient to permit the recap- 
ture of the original cost of the structure, 
or its value as of the time of the appraisal. 

For illustration, a building is as- 
sumed to have 50 years of remaining use- 
ful life; and is worth $5,000 today. 
If it is assumed that funds can be invested 
safely at 3% interest compounded annu- 
ally; then by reference to a compound 
interest table is found the factor .00887 
which means that, for each $8.87 invested 
at the end of each year, for 50 consecu- 
tive years, in a 3% account compounded 
annually, there will have accrued in the 
account the amount of $1,000. Therefore, 
it will be necessary to deposit $44.35 each 
year in such an account (5 times $8.87) 
in order to withdraw $5,000 at the end 
of the term (50 years). 

The Straight Line Method assumes that 
depreciation will be proportional to the 
estimated remaining useful life of the 
structure. For illustration, if a building 
is new and its remaining useful life is 
estimated as being 50 years, then 1/50th 
of its cost (2%) is assumed to be the an- 
nual charge for depreciation. 

Or, if a building is 10 years old, and 
its remaining life is estimated to be 40 
years, assuming it to be a 50-year struc- 
ture, then the accrued reserve for de- 





412 





Tue Journat or THe AMERICAN INsTITUTE OF ReEat Estate APPRAISERS 





preciation is said to be 10/50th, or 20% 
of its reproduction cost new at current 
prices; and the depreciation provision for 
the future is shown as 2% per annum of 
the today’s cost of reproduction. 

This method automatically implies the 
following conditions: 


1. A decreasing annual gross income to build- 
ing. ; 

2. A decreasing annual building interest 

charge. 

A fixed annual operating expense. 

A fixed annual depreciation charge. 

. A fixed annual net income to the land. 


The following tabulation, taken from 
“Economic Approach to Valuation Pro- 
cedure” by Loring O. McCormich and 
George L. Schmutz, on page 164, mathe- 
matically points out how the Straight 
Line Method postulates a declining annual 
income, if the land value is assumed to 
remain constant. In the tabulation taken 
from this work, it is manifest that, if the 
gross income is assumed to decline annu- 
ally in an amount equal to interest on the 
depreciation charged off, or the capital 
recaptured, then, by the land residual 
process there will be left the same net in- 
come imputable to the land for each year 
during the remaining life of the building, 
and thereafter as well. This is arithmetic- 
ally shown in the following tabulation: 
Assumptions Regarding an Hypothetical Property 


Oe oe 


Gross Income during Ist year.......... $ 61,812 

Operating expense, taxes, etc.......... $ 26,000 

Building, cost (and value too)........ $200,000 

Remaining Life of Structure (years).... 33 
ist Year 


Gross Income 
Expenses and taxes........... $26,000 
Capital ($200,000) 
Interest—8% ............. $ 16,000 
Depreciation 3.33% ....... $ 6,667 $ 48,667 


I nag Cc ona nob 5o4:ka so bolo ae $ 13,145 


Gross Income 
Less reduction in income be- 
cause of capital returned 
SR EE ES oboe bac ses cone $ 


Expenses and taxes......... $ 26,000 


Capital (now $193,333) 








RGPNNE OF nc Sikes es iiccns $ 15,467 
Depreciation—same ....... $ 6,667 $ 48,134 
TG a TI obs G0 boc awa tine kee's o cbs $ 13,145 
3rd Year 
CO RS 8 os h6 cia wok Ok $ 61,279 
Less reduction of income 
because of capital returned 
> ee”, Gana caer es $ 553 $ 60,746 
Expenses and taxes ......... $ 26,000 
Capital (now $186,670) 
CN a. eae ae Ore $ 14,934 
Depreciation—same ....... $ 6,667 $ 47,601 
ee EE “en ee reer $ 13,145 


The sole purpose of this discussion is 
not to decry one process at the expense 
of the other, but rather to expound the 
mathematical processes involved and to 
further point out that, in the valuation of 
income-producing structures, the Straight 
Line Method of depreciation more nearly 
conforms to conditions which prevail in 
such properties. In no sense does the 
depreciation, or decline in the value of 
the structure occur in exactly the same 
fashion that is contemplated by either of 
these two processes, although the latter 
conforms more nearly than the former. 

The latter has another distinct advan- 
tage, particularly in the estimation of 
accrued depreciation or that which has 
taken place in the past, in that the de- 
preciation suffered, as figured by the 
Straight Line Method added to the value 
of the property at the time of appraisal, 
will always equal its reproduction cost. By 
the Sinking Fund process, the accrued 
depreciation in addition to the value of 
the property will never exactly equal the 
reproduction cost except at some one mo- 
ment in the future. 

In the Income Method of estimating de- 
preciation, the amount of depreciation 
estimated is not employed as one of the 
stepping stones in arriving at an estimate 
of the value of the property, as in the for- 
mer cases, but really is more in the nature 
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It is a computation 


of an anti-climax. 
made after the value of the structure has 
been estimated. 

This method contemplates the direct 
estimation of the value of the structure 
based upon a consideration of its reason- 
ably expected future income, and other 


factors. For illustration, if it may be as- 
sumed that the reasonable net income im- 
putable to a structure will be $1,000 a 
year for 30 years, the value of the struc- 
ture may be said to be the present worth 
of this annuity. This, when deducted 
from the reproduction cost new of the 
structure leaves a residue which is called 
the total depreciation, i. e., structural, 
functional, and economic, all combined in 
the one figure. The process, however, is 
highly speculative and theoretical and 
seldom applicable in actual practice. 
However, if it is reasonable to assume 
that the net income to the structure will 
decline with the passage of time, then a 
“declining annuity” might be used. It 
must be remembered that in arriving at 
this net income imputable to the structure, 
the physical inspection is important in 
order to arrive at a reasonable estimate of 
maintenance charges and other matters 
affecting the reasonable future net income. 


Ill 
APPORTIONMENT OF DEPRECIATION’ 


The estimation of accrued depreciation 
arising from the “‘over-improvement” of 
land is graphically shown in Chart I which 
is explained as follows: 


1. Estimate the reproduction cost of the prop- 
erty by the summation method; 

2. Estimate the value of the property, by the 
building residual process, or otherwise; 

3. Subtract the latter from the former (Item 
2 from Item 1) and the difference will rep- 
resent the depreciation arising from all 





1Taken from “Economic Approach to Valuation Procedure” 
by Loring O. McCormick and George L. Schmutz, Vol. II, p. 
176, et seq. (out of print.) 





causes,—structural, and 
nomic; 

4. Project an hypothetical proper improvement 
upon the site; 

5. Subtract the latter from the reproduction 
cost (Item 4 from Item 1), and the differ- 
ence will be the measure of depreciation due 
to the “over-improvement” of the site; 

6. Subtract Item 2 from Item 4 and this dif- 
ference will be the amount of depreciation 
due to other factors. 


functional, eco- 


The following explanation is offered 
concerning depreciation occasioned by the 
“under-improvement” of land graphically 
shown on the second Chart. 


1. Estimate the total reproduction cost of the 
property; 

2. Estimate the value of the property by the 
building residual process, or otherwise; 

3. Subtract the latter from the former (Item 
2 from Item 1) and the difference is the 
depreciation arising from all causes; 

4. Project an hypothetical proper improvement 

upon the site; 

Subtract the reproduction cost of the build- 

ing from the cost of the hypothetical build- 

ing (Item 1 from Item 4) and the difference 
is the amount of the under improvement. 


ol 


It is an interesting observation that an 
“under-improvement” of $5,000 (as re- 
gards cost) may be responsible for an 
actual depreciation of $10,000 as regards 
value. 

CONCLUSION 


In all considerations of depreciation, or 
lessening in value, one fact boldly stands 
out—that “deterioration,” excluding ac- 
cumulated repairs, may be responsible for 
only a relatively small portion of the total 
depreciation suffered by a structure. 
Stated differently, the matter of providing 
for depreciation arising in the future is 
less a matter of the recapture of capital, 
as contemplated by the Sinking Fund 
Method, but more a matter of compensat- 
ing for the devastating effects of obso- 
lescence, both functional and economic. 

And finally, some of the common beliefs 
which have not withstood the test of time, 
and which deserve recognition here only 
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CHART I—DEPRECIATION ARISING FROM OVER-IMPROVEMENT 
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CHART II—DEPRECIATION ARISING FROM UNDER-IMPROVEMENT 
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From “Economic Approach to Valuation Procedure” by Loring O. McCormick and George L. Schmutz, 1933. 
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for the purpose of pointing out that they 
are fallacious, and hence dangerous, are: 


1. That depreciation in structures will be off- 
set by increases in land prices. 

2. That earnings of the structure will remain 
constant in amount during the life of the 
building. 

3. That the value of a building is synonymous 
with its cost. 

4. That the accrued depreciation existing in a 

building is proportional to its expired life. 

That amortization provision should be made 

for cost. This is a tacit assumption in many 

appraisals, though not consciously asserted, 
yet unconsciously involved. 

6. That accrued depreciation in non-income pro- 
ducing buildings cannot be measured in the 
same manner as in income producing struc- 
tures. 


ol 


These six common beliefs are entirely 
without warrant. 


IV 
CASE-REPORT? 


THE PROBLEM 


The American Appraisal Company was 
engaged to determine the “full and true 
value” of the buildings of a large Meat 
Packing plant for the purpose of assess- 
ment for real estate taxation. 

Land, machinery and equipment values 
were not contested. 

The status of the case was as follows: 

The plant was erected during 1918 to 
1920 at a total cost (land, buildings, ma- 
chinery, and equipment) of $14,000,000.00. 
As it was strictly a war measure cost was 
not considered. Consequently the construc- 
tion and equipment was excessively ex- 
pensive, and of a capacity greatly beyond 
the requirements under normal conditions 
—in fact it was never operated at any- 
where near its capacity. 

A large portion of the original cost had 
been amortized and successively written 
down on the books of account. 


2. City of St. Paul, et al vs. McNiven, et al. Decided 
June 19, 1931. N. W. Reporter, Vel. 237, page 410. 





In 1922 and continuously every two 
years until 1930, hearings were held be- 
fore the State Tax Commission and Board 
of Review in an effort to have obsolescence 
due to unnecessarily expensive building 
construction and over-capacity fully recog- 
nized in determining taxable value. 

The claims were in generalities—no 
definite proof to support them was ever 
presented. 


REHEARING BEFORE TAX COMMISSION 


In 1930, for the purpose of reopening 
the entire controversy, a special hearing 
was held before the Tax Commission in 
order to formulate a recommendation 
which would be submitted to the State 
Supreme Court for final adjudication. 

This resulted in the following pro- 
cedure: 

The City Tax Assessor after considera- 
tion of certain structural obsolescence, but 
not over-capacity, valued the buildings at 
$5,372,400.00. 

The Board of Review recognized addi- 
tional obsolescence due to a new law pro- 
hibiting the making of “Oleo” and other 
factors, and reduced the value to $4,215,- 
864.00. 

The taxpayers then presented a report 
made by their engineers, setting forth 
certain excess production cost due to over- 
capacity. 

The Tax Commission favorably con- 
sidered this report and made a further 
reduction to $3,861,144.00. 


APPEAL TO SUPREME COURT 


Suit was then entered by the City 
against the Tax Commission in the State 
Supreme Court in an effort to have the 
value of the Board of Review sustained, 
on the principle that general obsolescence 
due to over-capacity should not be con- 
sidered in fixing the taxable value. 
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The Tax Commission then asked for a 
further hearing. 

INVESTIGATION AND REPORT ° 

At this stage of the proceedings The 
American Appraisal Company was en- 
gaged by the taxpayer to make a thorough 
investigation and valuation and to testify 
before the Commission in support of its 
findings. 

Its report not only determined the 
building obsolescence and over-capacity, 
but also established the factor of in- 
creased cost of $250,000.00 per annum for 
the operation of this plant as compared 
with one of sufficient capacity for the 
actual volume of production, thereby sup- 
porting a fair market value of $3,000,- 
000.00. 

Its testimony was supplemented by 
complete exhibits and charts, the result of 
an extensive survey and study involving 
the assembly and analysis of livestock 
receipts at various other markets, the 
slaughter at such markets of the various 
classes of livestock, and the development 
of peak demands which must be met, 
thereby establishing the required capacity 
in the market under consideration. 

A detailed analysis of the plant facili- 
ties had also been made to definitely de- 
termine and illustrate the excess capacity 
and consequent obsolescence. This neces- 
sitated a complete survey of a modern 
packing plant through every department 
from the killing rooms to the final smok- 
ing and packing rooms, and the presenta- 
tion of the conclusions was made in such 


detail as could be absolutely substantiated. 

The Commission commented favorably 
upon the clarity and conclusiveness of the 
testimony and exhibits which were then 
incorporated in the documents submitted 
for consideration of the Supreme Court. 


STATE SUPREME COURT DECISION 


The appeal to the Supreme Court was 
based upon the facts as determined in the 
investigations of The American Appraisal 
Company, and the decision which fully 
sustains its findings was as follows: 

Referring to its testimony relating to 
increased operation costs the Court says: 


“An expert witness for the taxpayer in arriv- 
ing at an opinion as to fair sale value stated 
it would cost $250,000.00 per year more to op- 
erate this plant than it would to operate one 
of capacity suitable for the market. Obviously 
this would be taken into consideration in the 
sale of the property.” 


In rendering the final decision and em- 
phasizing that “sale value must control,” 
the Court again quotes The American 
Appraisal Company’s witness: 


“The witness further said, ‘The reason I 
figured that way was because I took the position 
if I had been called in by some outside packer 
who told me he wished to purchase the build- 
ings and structures and asked me what, in my 
judgment, he could afford to pay for them, tak- 
ing everything into consideration, I would rec- 
ommend that he pay not over $3,000,000.00 which 
would include a very careful study of the pos- 
sibilities he might have for the increase in this 
market.’ ” 

“Over-capacity of a packing plant and conse- 
quent increased expense of operation are proper 
elements for consideration in arriving at the 
full and true value of such plant for taxation 

. sale value must control.” 
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The Appraisal in the Registration Statement 


By J. L. HAYNES 


Principal Engineer of the Security and Exchange Commission 


two years old, has as its basic re- 

quirement the full and fair disclosure 
of the character of securities offered for 
sale in interstate commerce. Its aim is, 
of course, also the prevention of fraud in 
the sale of these securities. 


ji HE Securities Act, now a little over 


PURPOSE OF THE SECURITIES ACT 


Let me briefly outline the requirements 
of the Securities Act and the powers of 
the Securities and Exchange Commission, 
in which the administration of the Act is 
now vested. 


Major Requirements 


One of the major requirements of the 
Act is that there shall be filed with the 
Commission a registration statement and 
a copy of the prospectus to be distributed 
to the public in connection with the sale 
of securities, such filing being termed 
“registration.” 


Certain Exemptions 


Certain classes of securities are exempt 
from registration. Generally speaking, 
such securities are Federal or State se- 
curities, certain issues by religious organ- 
izations, certain building and loan securi- 
ties, securities of certain common carriers, 
and certain other securities as set forth in 
Section 3 of the Act. There are also ex- 
empt certain transactions, notably those 
which do not involve an offering to the 
general public. 





of the Class in Real 
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Estate Appraisal at the niversity o 
23, 1935, by J. L. Haynes. 





Effective Date 


A registration statement becomes effec- 
tive 20 days after filing, without affirma- 
tive action on the part of the Commission. 
It should be noted that the Commission 
does not issue permits. Neither does the 
fact that a statement has become effective 
mean that the Commission has in any way 
approved or passed upon the merits of a 
security. 


Rendering Statement Ineffective 


However, the Commission may prevent 
a statement from becoming effective, or 
later suspend its effectiveness by the exer- 
cise of powers granted in Sec. 8 of the 
Act. A portion of this section reads: 

“If it appears to the Commission at any time 
that the registration statement includes any 
untrue statement of a material fact or omits 
to state any material fact required to be stated 
therein or necessary to make the statements 
therein not misleading, the Commission may, 
after notice by personal service or the sending 
of confirmed telegraphic notice, and after op- 
portunity for hearing within 15 days after such 
notice, issue a stop order suspending the effec- 
tiveness of the registration statement.” 


Another portion of this section reads: 


“The Commission is hereby empowered to 
make an examination in any case in order to 
determine whether a stop order should be 
issued . i 


REVIEW OF APPRAISER’S FIGURES 


With regard to the values set forth in 
appraisals and in the property account, 
a physical examination of the properties 
and a complete check-up of the appraiser’s 
detailed figures may be made at any time. 
This is not done in every case, of course, 
but now more frequently than a year ago. 
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MECHANICS OF FILING APPRAISAL REPORTS 


Now a word or two as to the mechanics 
of filing, which, in so far as the appraiser 
is concerned, are relatively simple. Pro- 
vided the appraiser is named in the regis- 
tration statement or prospectus as having 
established any figures or statements used 
therein, he should furnish his client, in 
addition to any other copies desired, three 
copies of his appraisal report to be filed as 
exhibits with the registration statement 
(which is required to be filed in tripli- 
cate). Accompanying each report there 
should be furnished the written consent of 
the appraiser to such use as is made of the 
report in the registration statement and 
in the prospectus. 


INSPECTION OF STATEMENTS AND 
APPRAISALS 


The Commission maintains a docket 
room in which the registration statements 
and any appraisal reports or other docu- 
ments filed therewith are available for 
public inspection. This docket room func- 
tions very much in the nature of a public 
library, except, of course, filings may not 
be removed from the office. In addition, 
if any person desires copies of portions of 
any registration statement he may obtain 
photostatic copies upon payment of the 
cost of their preparation. 


LIABILITY OF APPRAISER 


Much has been written, silly interpreta- 
tions have been published, and much con- 
fusion exists as to the liabilities of an ap- 
praiser under the Securities Act, although 
the language on this point is very clear- 
cut. He is, by definition of the Act, 
classed as an expert. Under certain con- 


ditions he may be sued by a damaged in- 
vestor, but only for misstatements of ma- 


terial facts and material omissions made 
by him. 

However, an analysis of the liability 
provisions brings out that: provided the 
appraiser acts honestly, even to the extent 
of believing untruths to be true, he is not 
liable provided he can sustain the burden 
of proof that he conducted a reasonable 
investigation and had reasonable grounds 
for his beliefs and findings. The Act now 
includes this definition: “The standard of 
reasonableness shall be that of a prudent 
man in the management of his own prop- 
erty.” 


THE BALANCE SHEET 


One of the items required in the regis- 
tration statement, and the one which I 
think is of chief interest to you, is the bal- 
ance sheet. I say of interest to you be- 
cause it is here that the appraiser’s work 
appears—in summary form at least—in 
the financial statements. 

There is required to be set forth in the 
balance sheet the item of property, plant, 
and equipment, and as a separate item, 
the deduction of reserves for depreciation 
and depletion. Intangibles, such as fran- 
chises, patents and trade-marks, goodwill, 
etc., are also required to be set forth sep- 


arately. 
Certain explanatory schedules must 
accompany the balance sheet. Chief 


among these of interest to an appraiser 
would be the schedule indicating the 
major classifications of the plant, prop- 
erty, and equipment account. This sched- 
ule also calls for statements regarding the 
value of any item of property abandoned 
and not written off. 

At this time independent appraisal is 
not mandatory. In this connection, under 
Section 19 of the Act, the Commission is 
given the authority “to prescribe the form 
or forms in which required information 
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shall be set forth, the items or details to 
be shown in the balance sheet and earn- 
ing statement, and the method to be fol- 
lowed in the preparation of accounts, in 
the appraisal or valuation of assets and 
liabilities, and in the determination of de- 
preciation.” 


REGULATIONS RELATIVE TO APPRAISALS 


As yet, there have been promulgated no 
rules and regulations relative to ap- 
praisals. The Commission has, however, 
made public several opinions which reflect 
the policy to date with respect to certain 
appraisal practices and value concepts. 

I have prepared a brief resumé of sev- 
eral appraisal matters attacked by the 
Commission. Some are amusing—several 
the result of loose thinking—some pat- 
ently fraudulent. In the following quota- 
tions I have taken the liberty of omitting 
detailed machine descriptions, dimensions, 
ete., not important to the principle in- 
volved. 


A DECISION RELATIVE TO AN APPRAISAL 


In the case of Haddam Distillers, Inc., 
the Commission attacked the 


1. Inaccurate description of properties. 

2. Abuse of pricing data in connection with the 
determination of reproduction cost. 

3. Inadequate depreciation. 

4. Valuation of intangibles. 


ith respect to description of proper- 
ties, the Commission finds: 

“that the third story was not fit for factory 
purposes and could only be termed an attic, 
and that the attic did not have adequate floor- 
ing. The inclusion of the attic floor area in the 
total floor space (computation) was a misrepre- 
sentation since without alterations it was not 
usable, having no light or ventilation.” 


With respect to the use of improper 
pricing data and the inadequate deprecia- 
tion taken, the opinion, in reviewing the 








situation, states that one 10 H. P. motor 
connected to centrifugal pump was listed 
at “replacement cost new $400, sound 
value $400.” 

The manufacturer’s representative tes- 
tified it was originally made in 1931, that 
a reasonable rate of depreciation was 20% 
per year, and that this equipment now 
sells for $230. After reviewing many 
similar items, the Commission finds: 

“All the items complained of were standard 
equipment, and the present price could have 
been obtained. The factor of depreciation was 
regularly ignored. The serial numbers were on 
many of the machines, so the date of purchase 
could have been ascertained. In addition, some 
of the machinery was never seen by the ap- 
praiser. Not only was the appraisal inexcusably 
careless, but the testimony impels toward the 
view that there was a dishonest attempt to in- 
flate values beyond any minimum that differ- 
ences of opinion might condone. It is, there- 
fore, apparent that the balance sheet which 
reflects the appraisal, and the appraisal contain 
untrue statements as to material facts.” 

With respect to the appraisal of in- 
tangibles and capitalization in perpetuity, 
the Commission in its opinion reviews an 
appraisal of a special whiskey maturing 
process which was valued in an appraisal 
at $100,000, although no supporting data 
were given. It was admitted that the 
process had never been tested in practical 
operation. The appraiser, on the witness 
stand, admitted he knew nothing about 
the process and his so-called “work sheet” 
contained no figures for a basis of valua- 
tion. The Commission’s opinion states: 

“Trresponsibility is manifest in this conduct 
of attributing the value of $100,000 to an un- 


tested process the details of which were un- 
enowa... .” 


The same appraisal company’s report 
also contained an appraisal of certain 
water rights. These were valued for 
power purposes on the basis of 200 H. P. 
at $400 per H. P., the net worth of such 
power being arrived at by dividing by 2. 
The testimony revealed that the water 
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rights were available only after an annual 
assessment of $224.00; that substantial 
repairs to a dam were necessary, and that 
the appraiser paid no attention to these 
factors. 

His method of computing the flow of 
the stream was to time the flow of a po- 
tato for 100 feet, although the testimony 
was to the effect that the stream flow was 
rapid and could not be measured by rule 
of thumb methods. With respect to this 
element of the appraisal, the Commissiou 
concludes: 

“Apart from any question as to the propriety 
of the methods employed to determine the value 
of a natural resource such as this, the ap- 
praiser’s arbitrary allocation of a certain horse- 
power to the stream and his arbitrary valuation 
of this horsepower at $400 per h.p., without any 
evidence of having calculated the head that 
could be developed, mean and constant stream 
flow, or costs of commercial power, is but an- 
other indication of the irresponsibility that 
characterizes the report.” 

The report also contained a purported 
appraisal of the intangible value of an 
artesian well. The appraiser estimated a 
34,000 gallon per day flow, priced at city 
water rates, although no municipal supply 
existed. Testimony at the hearing given 
the registrant developed that the best the 
well had ever done was 14,000 gallons 
under a pressure pump. 

The appraisal contained no deduction 
for the cost of pumping or maintenance; 
no deduction for depreciation on the neces- 
sary equipment or for the loss of interest 
on the capital invested in pumping ma- 
chinery. The Commission with respect to 
this item finds: 


“It is clear that the appraisal of water rights 
neglected all the postulates of scientific methods 
and that the valuation cannot be considered 
other than false.” 


ANOTHER DECISION RELATIVE TO AN 
APPRAISAL 


In the case of Continental Distillers & 
Importers, Inc., the properties involved 


consisted of a small piece of land tra- 
versed by two polluted creeks. There were 
on the site three buildings, the floors of 
one of which had fallen in. Although this 
property had recently changed hands for 
$5,000, it was appraised at $164,000. 

From testimony adduced at the hearing 
given the registrant, the Commission in 
its formal opinion with respect to the land 
(which was appraised at $22,500) finds: 

“If sound value, the term used by the ap- 
praiser, is intended as the equivalent of the 
fair market value of the land, disregard of the 
recent sale of the entire property—land, build- 
ings and water rights—at $5,000, the total dis- 
regard of the tax appraisal and of the local real 
estate market, make the appraisals of the land 
unreliable.” 

In appraising the value of the streams, 
which it is stated were intended to be used 
for distillery purposes, the appraiser pur- 
ported to compute their hypothetical sav- 
ing over the cost of water from a munici- 
pal supply to the extent of $7,700 per year. 
This was treated as the equivalent of 10% 
on investment of $77,000, which figure 
was set forth as the appraised value of the 
properties. In setting forth its opinion 
the Commission notes: 


“The saving is capitalized in perpetuity, or 
on the implied assumption that the enterprise 
and the saving will last forever and that fhe 
assumed water rate charges will never de- 
crease.” 


With respect to the appraisal of this 
polluted stream at $77,000, the Commis- 
sion further finds: 


“The result in the case of a company which is 
not a going concern but in the early stages of 
promotion and as applied to water rights ap- 
purtenant to land which, altogether with the 
buildings thereon, had cost only $5,000 a few 
days before the appraisal, is fantastic and of- 
fensive to common sense, no matter how pseudo- 
scientific the language describing it, or the 
computation achieving it, may be.”’ 


In this connection, while not set forth 
in the opinion, it is to be noted that even 
had the appraiser been able by a tenable 
theory to sustain a lesser but still large 
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water rights value, such figure would only 
serve to dilute the stockholders’ equity and 
lessen his dividends. It would create a 
capital account seldom found in a dis- 
tilling corporation except one of the 
purely promotional type. It means that 
the company which issues shares to its 
promoters for water rights is forever 
saddled with the dividend requirements of 
such shares and is at a competitive disad- 
vantage with a company which does not 
have such an obligation. 


With respect to the non-depreciation of 
architects’ fees, the Commission finds: 


“It is noted that in arriving at ‘sound value’ 
the appraiser did not reduce this $30,000 item 
by any amount proportional to the depreciation 
on the buildings, which is equivalent to saying 
that if fees of the character indicated, to the 
amount of $30,000 are incurred in erecting a 
building, and the building wears out and be- 
comes useless, although the building itself must 
be written out of the property account, all of 
the fees and similar expenses, incurred in erect- 
ing it, may remain—a patent absurdity.” 


With respect to the appraisal of boilers 
in the appraisal report of the Continental 
Distillers & Importers case, the Commis- 
sion finds: 

“They were sold as junk for a nominal price, 
and the company was glad to get rid of them. 
Nevertheless, they appear in the appraisal 
quoted in the prospectus at $8,963. It is difficult 


to find temperate language for the adequate 
description of such a situation as this.” 





OPINIONS AVAILABLE WITHOUT COST 


The foregoing few extracts were in- 
tended, if you please, as a 10-minute case 
book, illustrative of the work of the Com- 
mission on appraisal matters. The various 
complete opinions are available without 
charge on request. Valuation problems 
arise almost daily and, of course, more 
decisions will be rendered, which in time 
no doubt will serve to formulate a sub- 
stantial portion of the value concepts and 
bases for appraisals for public finance. 

One question of major importance men- 
tioned in one opinion, but upon which 
question specifically no opinion has been 
rendered, is indicated by the following 
quotation: 


“Reproduction cost new has, it is true, been 
required to be considered as one element in 
evaluating property of public utilities for rate- 
making purposes. But this is a far cry from 
using such a standard alone to set up property 
values in the balance sheet of an ordinary com- 
mercial enterprise against which securities are 
issued to a controlling group of promoters. But 
this issue is not now raised.” 


What is the situation when a would-be 
appraiser hazards a guess at values and 
hits very close to the mark? No one is 
about to be defrauded. It is my personal 
contention that in calling such a guess by 
the name of appraisal, a misstatement of 
fact has been made. So far, however, nv 
clear-cut case of this nature has come to 
issue before the Commission for ruling. 








Appraisals for Purposes of Public Financing 


By K. LEE HYDER, M. A. I. 


or less control over the issuance and 

sale of real estate securities to the 
public. Until quite recently, however, this 
has been entirely a state function. In 
many states the Public Service Commis- 
sions have created a department or divi- 
sion to pass upon these questions, while 
in other states a separate commission has 
actually been set up for such purpose. 

The Federal Securities Act of 1933 has 
made a considerable change in this situa- 
tion and may make a more basic change 
in the future as the Act and the regula- 
tions thereunder become clarified and per- 
haps expanded. 

The tremendous growth in_ public 
financing which occurred during the boom 
days of the 20’s was directly responsible 
for the promulgation of the Federal Se- 
curities Act. It became apparent that 
financial programs had been developed, 
not only for real estate projects but for 
many other types of properties, to an 
extent entirely out of proportion to the 
investment behind them. During the later 
20’s it was a very common occurrence to 
find a construction project financed on 
borrowed capital through the sale of se- 
curities to the public in an amount suffi- 
cient to purchase the land, construct the 
building, and even pay the financing 
charges; in other words, to cover the 
entire expense and leave to the promoters 
an interest in the common stock of the 
enterprise for which no actual cash invest- 
ment had been made. 

This situation was, of course, inconsist- 


Address delivered at a special meeting of the Class in 
Real Estate Appraisal at the University of Chicago on 
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August 23, 1935, by K. Lee Hyde, M. A. I., Vice-Pres. of the 
American Appraisal Company. 


ent with sound economic principles. Un- 
der conditions of reasonable stability 
capital invested in real estate for the pur- 
pose of producing a return cannot create 
value in excess of such investment until 
the enterprise takes on a different char- 
acter, or until surrounding developments 
would tend to increase the original invest- 
ment. The safety of the purchaser of the 
securities in such a project, therefore, is 
entirely lacking if the promoter or builder 
does not furnish a portion of the capital. 


STATE CONTROL 


The State Security Commissions during 
the latter part of the boom period began 
to recognize this situation to some degree, 
but were poorly equipped in personnel or 
legal backing and were therefore unable 
aggressively to control the situation. 

Particularly in real estate securities the 
investment bankers found a wide and 
favorable market, and consequently wel- 
comed almost any application regardless 
of its size or the merit of the security be- 
hind the issue. The promoters, on the 
other hand, were willing to pay large 
prices to the investment bankers for capi- 
tal, especially where this meant little out- 
of-pocket cost to them. 

Whether or not the Federal Govern- 
ment should take away from the States 
the power to control public financing is a 
much discussed question. It may be ad- 
mitted that the talking points in favor of 
Federal control are excellent in view of 
the disastrous condition that followed in 
the wake of the real estate boom. 

Under the Securities Act, however, and 
the Securities Exchange Act, the intent to 
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date has been limited to the registration 
of securities rather than the control of 
financial programs. For a number of rea- 
sons, however, it is quite probable that 
the Securities Act and the Securities Ex- 
change Act are going to be continued and 
perhaps strengthened in certain respects. 

In the first place the distribution of 
securities does not necessarily fall within 
state lines. A bond that is purchased in 
Pennsylvania and is secured by a property 
in Chicago has exactly the same element 
of risk as a similar bond purchased in 
Illinois. On the other hand, the laws of 
Pennsylvania and the laws of Illinois may 
be entirely different. 

Certain State Security Commissions 
adopted regulations that were more or less 
in opposition to those of other Commis- 
sions. For example, Wisconsin adopted a 
policy on building projects wherein not 
more than 60% of the original cost or 
value could be borrowed under first mort- 
gage bonds. At exactly the same time IIli- 
nois was permitting a ratio of 80%, which 
in turn was later cut to 70%. This re- 
quired that the banker would have to 
qualify the securities upon a different 
basis depending upon the state in which 
they were to be sold. 

It seems entirely inconsistent that a 
purchaser of a bond, because he happens 
to live in Wisconsin, would need better 
protection than another purchaser living 
across the state line—say, in Waukegan, 
Illinois. In fact, in some states there was 
little if any control over the sale of securi- 
ties to the public. 

Many other discrepancies were to be 
found. Some Commissions had definite 
regulations as to the distinction between 
realty and personal property. Obviously, 
first mortgage bonds could and should not 
be issued where the security might be 
moved away. Therefore, the furnishings 
in an apartment house, for example, were 








considered as personal property. How- 
ever, many items were difficult to classify, 
such as refrigerators, gas stoves, screens, 
and even the pumps and mechanical 
equipment that might be essential to 
building operation. 

The appraiser faced a very difficult 
problem in setting up his property ini- 
tially. He might estimate accurately the 
value of the land and the reasonable cost 
or value of the improvements, but he was 
never sure, unless he knew the laws of 
the particular states in which the securi- 
ties were to be sold, just what further 
inclusions might be legitimately consid- 
ered. 

Then there was the question of indirect 
construction costs and the limiting 
amounts that might be allowed therefor, 
such as taxes, interest, and insurance dur- 
ing construction, and also the question of 
the financing costs themselves. In many 
instances during the boom period the 
actual financial charges in completing a 
building project ran from 10 to 15 per 
cent of the total cost. 

This was excessive, of course, and out 
of proportion to the expense involved, but 
was brought about because of the great 
demand for money and the competitive 
situation of the bankers. For this reason 
Wisconsin had a more or less unwritten 
regulation that limited the costs of financ- 
ing in arriving at the base to about 6% on 
60% of the total costs involved; that is, 
3.6%. Illinois had certain regulations in 
this respect, also variable under different 
conditions, but which would approxi- 
mate 6% on 80% of costs or appraised 
values, and reflecting thereby 4.8% in 
total. 


PRESENT FEDERAL REGULATIONS 


The Securities Act in its present form 
does not attempt to lay down standards, 
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nor does it attempt to usurp the powers 
of the State Commissions. The sole pur- 
pose of the Act was to compel the furnish- 
ing of basic data or the making available 
of information in connection therewith to 
the purchaser of securities. 

Conformance with the law requires the 
filing of a Registration Statement in 
elaborate detail. It is intended that all 
pertinent information as to the issuer, 
the issue itself, the property, and other 
details shall be included in this Statement. 
The only attempt at control is brought 
about by the liability under the Act 
whereby the banker and all interested 
parties become financially responsible fol- 
lowing loss to the investor in the securi- 
ties if an untrue statement is made, or if 
any material fact is omitted from the 
Registration Statement. In other words, 
the purchaser is assumed to have avail- 
able to him all details that might guide 
him in making an investment in the se- 
curities. If something happens later for 
which the issuer is not in any way respon- 
sible, the purchaser would lose his invest- 
ment. If it were a matter, however, that 
should or could have been presented, and 
the banker or others failed to do so, then 
the liability clause holds. 

The greatest criticism against the Se- 
curities Act, perhaps, has been directed 
more particularly toward the great diffi- 
culty in deciding in advance “what is a 
material fact.” The vast amount of in- 
formation that must be assembled in order 
to cover fully the factors surrounding any 
issue of securities creates extreme haz- 
ards through the possibility of inadvertent 
omissions. The result to date has been a 
tremendous decrease in public financing 
which in turn has unquestionably held 
back recovery to a substantial extent. 

As the matter now appears, the Securi- 
ties Act and its related Securities Ex- 


change Act unquestionably will be perma- 
nent. That they will be revised in certain 
particulars is perhaps advisable and in- 
evitable, and no doubt this can be accom- 
plished in a manner that will eliminate 
many of the present unfavorable features. 

The greatest work in this connection 
will rest with the Securities and Exchange 
Commission, created to administer the 
Act. This Commission is given wide 
powers both in interpretation and regula- 
tion. It has gone slowly, but has made 
progress, and the great economic expense 
occasioned to the people may ultimately 
be repaid by the protection which will be 
obtained. 

A careful review of the Commission’s 
activities during the first year, when the 
administrative duties were under the Fed- 
eral Trade Commission, and during the 
past year following the creation of the 
Securities and Exchange Commission, 
leads to the conclusion that several of the 
fundamentals involved have been passed 
by with very little consideration. Par- 
ticularly in connection with the purpose 
and function of appraisals the Commis- 
sion has so far failed to show any proper 
understanding of the matter. 

It is believed, however, that this is more 
of a temporary condition and that studies 
being made by the Commission will ulti- 
mately classify and interpret the function 
of the appraisal to an extent that will be 
reflected in proper and adequate regula- 
tion. Only by so doing will the Registra- 
tion Statement become the protection that 
was intended under the provisions of the 
Act. 


FUNCTION OF APPRAISAL SERVICE 


To obtain a proper understanding of 
the use and purpose of appraisals in pub- 
lic financing it is necessary to consider 
many factors. 


To begin with there are 
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two primary, limiting elements in the 
issuing of securities: 

1. The collateral against which the loan is 
made must be sufficient in extent and value 
reasonably to protect the investor in the 
event of a default. 

2. The potentialities of net income from the 
operation of the business conducted on the 
property must be sufficient virtually to guar- 
antee the interest in the securities even if 
the net income should be seriously curtailed 
because of reasons not in evidence at the 
time. 


In other words, protection must be pro- 
vided in two ways: First, through the 
property itself; and secondly, by the in- 
come produced therefrom. 

Now, it would be incompatible with the 
principles involved to adopt for the first 
test a basis of liquidation; that is, to limit 
the financing to some per cent of the price 
that might be realized through the actual 
forced sale under the hammer of the 
security behind the issue. If any such 
possible necessity was in prospect, then, 
of course, the issue would not be justified 
in the first place. The sole justification 
for public financing is in the expectancy 
that the property will continue to be used 
profitably during the period of the issue. 

Net income, however, is subject to wide 
fluctuation in short cycles. Interest must 
be paid regularly and on certain specified 
dates, otherwise the securities go into de- 
fault. This leads to the adoption of more 
or less arbitrary ratios of net profit to 
interest for various classes of securities. 
For example, a first mortgage bond issue, 
in order to be sold, might show in one 
case interest obligations that had a ratio 
as compared to net income of 1 to 244; 
that is, the net income would be 21% times 
bond interest. This might be more or less 
for any particular situation. 

Within this factor of safety, if the net 
income decreases substantially, there 


would still be protection sufficient to guar- 
antee the ultimate redemption of the 





bonds, even though the project itself were 
more or less economically unsuccessful; 
and there might be a great diminution in 
the total value of the assets, but still the 
bonds would not be in material jeopardy. 

For this reason the valuation of the 
assets on the basis of the amount that 
might be realized through liquidation may 
be entirely unsound. The real limitation 
should be the “value for use” of the prop- 
erty; that is, the worth of the property 
for actual continued operation from which 
the net income would be derived. 

Some years ago the State of California 
was inclined to adopt the liquidation basis 
for the valuation of assets behind an issue 
of securities where speculative factors 
were involved. In one particular example 
an extensive gypsum deposit was being 
exploited in Southern California. It was 
necessary to build some 10 or 12 miles of 
railroad for this purpose, to erect a mill, 
bring in equipment, erect housing for 
labor, and make other substantial invest- 
ments. Money was required to develop 
this project and an issue of securities was 
proposed. The California Commission 
was inclined to take the position that the 
proper value to be used as a base was not 
the actual cost of acquiring the rights to 
produce the product or the investment for 
such purpose, but rather the price to be 
obtained, if the Company failed, for the 
physical assets remaining. 

An investigation quickly disclosed that 
there would be no possibility of realizing 
anything under such conditions; that the 
only realization from the railroad, for ex- 
ample, would be in the price of the rails 
after they were torn up and shipped to 
the market which amount would not 
justify the removal at all. A strict inter- 
pretation of this, therefore, would be that 
the property had no value, or, at least, 
that any securities issued could not legi- 
timately be sold to the public. 
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This was, of course, fallacious. The 
project was undoubtedly speculative, but 
this did not mean that it might not be 
publicly financed. In this particular case 
the thing to do was to issue securities of 
a speculative nature; call them by such 
name; and offer a coupon rate that would 
reflect the hazard involved. The State of 
Illinois, as well as some other states, has 
overcome this to some extent by classify- 
ing the character and type of securities 
primarily according to their basic risk. 

From this discussion we are led to the 
conclusion that the appraisal must be 
made with due consideration to all of the 
other factors involved. It must reflect the 
reasonable value of the property for con- 
tinued operation and not for liquidation, 
but in accordance with its “value for use.” 
We are then led to the premise that any 
appraisal for purposes of public financing 
must be founded upon an initial consid- 
eration of: 

1. The type of property which is to form the 

security for the loan. 

2. The program under which the property is 
to be utilized and operated in the carrying 
forward of the enterprise as contemplated. 

The first of these considerations is basic 
and can be definitely marked and recog- 
nized in any particular appraisal; the sec- 
end is conditional and may be a vital fac- 
tor in the appraisal itself or dependent 
upon a showing by the applicant on mat- 
ters for which the appraiser has—and 
may properly have—no responsibility. 

It is this second consideration that 
makes it extremely difficult to lay down 
hard and fast rules and regulations that 
may be universally applied. There are, 
however, certain fundamental require- 


ments and principles that may be readily 
established, whose acceptance would go 
far toward correcting many of the difficul- 
ties and narrowing the latitude of honest 
differences of opinion. 


The properties susceptible to public 
financing may be classified usually into 
one of the following: 


Industrial 

Investment 

Natural Resource 

Service 

Residential 

Agricultural 

Public Utility 

Prospective developments for 
above. 


The program under which the property 
is to be utilized might be found under any 
one of the following: 


90 rg OT Go bo 


any of the 


1. For continuation cf its normal use, assuming 
competent management and a profitable go- 
ing concern. 

2. For use in connection with a proposed con- 
version to meet conditions other than those 
existing at the date of appraisal. 

3. For a special use which might 
higher utility or value. 

4. For use under conditions that would lessen 

current or former utility and result in a 

diminished value. 

For total or partial liquidation under forced 

sale requiring the placing on the market for 

disposal, thereby limiting all or part of the 
property to the present’ realization. 


create a 


ol 


It is apparent from the above outline 
that the value of the property may vary 
within wide limitations depending upon 
the program for its future operation. 
This is, perhaps, the most important sin- 
gle factor in approaching the appraisal 
process in any question involving public 
financing. The basis of use, therefore, 
must be the “value for use” under the par- 
ticular program contemplated and which 
might lie within the complete range set 
forth. 

As previously discussed, the appraisal 
is required to develop the base value for 
the assets offered as security, in accord- 
ance with the use to be made of the assets. 
There are other vital reasons, however, 
for appraisal service. The net income, 
which is the second test as to the stability 
of an issue of securities, is not the past 
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net income but the probable future in- 
come. 

The past records may form a guide to 
the judgment of what may take place, but 
must be tempered to meet the future 
situation as nearly as it can be antici- 
pated. Furthermore, this future net in- 
come is dependent, in some instances, very 
materially upon the status of the fixed 
assets. The provision for maintenance 
and for depreciation becomes definitely an 
operating expense, just as the materials 
and labor used in carrying on the service 
or manufacture of the product to which 
the fixed assets are devoted. 

The operating statements, therefore, 
are not true operating statements until 
the property charges have been analyzed 
and reconciled with the property itself. 
This very frequently makes a basic change 
in the probability of the net income avail- 
able for interest on the securities to be 
issued. It is not a matter of accounting. 
It is one entirely of engineering and ap- 
praisal. 

The expense of depreciation is continu- 
ing and provision for replacement is 
essential to the carrying on of normal 
operations. Maintenance and replacement 
charges must be predicated upon the prop- 
erty dollars of today; that is, the costs of 
material and labor in accordance with the 
extent and condition of the property as 
it currently exists. 

It is evident, therefore, that the ap- 
praiser’s function is far beyond the esti- 
mation of value; in fact, it embraces the 
determination of the relationship of net 
income to interest charges as one of its 
considerations. 


PLACE OF THE APPRAISAL IN THE FEDERAL 
SECURITIES ACT 


Appraisals, then, if they were to fully 
conform to the intent of the Securities 
Act, should furnish the basic evidence: 





1. To support the Fixed Assets Account, as 
stated in the balance sheet, with evidence 
of the existence, location, and utility of dif- 
ferent units or classifications of property 
represented by such accounts, and their 
value in accordance with the market condi- 
tions and prospective utilization. 
To support the Depreciation Reserve Ac- 
count, as stated in the balance sheet, with 
the evidence of the actual conditions of the 
properties as to deterioration, inadequacy, 
and obsolescence as influencing their remain- 
ing serviceable life for use by a going con- 
cern. 

3. To support the charges for depreciation, 
maintenance, and other property charges in 
the operating and profit and loss statements, 
and to establish their consistency with the 
actual property conditions, values, and re- 
maining serviceable life. 

4. To establish that the assets are properly and 
adequately valued for insurance purposes in 
order that such asset values may not be lost 
in case of destruction of the property. 


Without support for the figures in the 
balance sheet and operating statement as 
to “fixed assets,” “depreciation reserve,” 
“depreciation,” and “maintenance,” by an 
actual inspection, inventory, and appraisal 
of the properties representing such assets, 
there is no authentic nor authoritative 
evidence that the accounting figures are 
consistent with the property facts which 
these figures are supposed to represent. 


THE APPRAISAL 


Confining the appraisal service for a 
moment to the preparation of the report 
upon the fixed assets, which would not 
necessarily involve the valuation of the 
assets, there are certain general require- 
ments that must be met in every appraisal 
for financing purposes, regardless of the 
type of property involved. These general 
requirements include the setting forth of 
certain factual information upon which 
the conclusions of the appraiser were de- 
termined and embrace: 


1. The date of the appraisal. 
2. Character and extent of the investigation. 
3. Basis and method of valuation. 
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. meese es and inventory. processes and requirements for appraisals 
. Use and utility of property. . . : 
6. Source and extent of information by others. covering different ty pes of property . This 
7. Conclusions of the appraiser. schedule, under the headings of “Indus- 
8. Qualifications of conclusions. trial Property,” ‘Investment Property,” 
9. Qualifications of the appraiser. “Natural Resource Property,” etc., shows 


Each appraisal engagement will vary 
materially as to the degree of detail under 
which these general requirements must be 
made. As a whole, however, the report 
that would be ultimately submitted should 
be sufficient clearly to disclose each of the 
above points. 

In order to consider the practical ap- 
proach to specific appraisal problems, a 
schedule has been drawn up that will 


the basis or the necessity of investigating 
and reporting upon the various phases 
which may be involved. 

Naturally the first important point is 
the “concept of value”; there is then the 
question of the permissibility of an ap- 
praisal of parts of the property as dis- 
tinguished from an appraisal of the 
whole; the necessity for estimating the 
cost of reproduction new; the proper 



































clearly indicate the distinction in the treatment of depreciation; the proper 
APPRAISALS FOR PURPOSES OF PUBLIC FINANCING— OUTLINE OF CONCEPTS AND 
REQUIREMENTS 
TYPE OF PROPERTY 
NATURAL RESOURCE 
INDUSTRIAL | INVEST- SERVICE Resi- | AGRICUL- 
MENT RESOURCE FAcILities DENTIAL | TURAL 
Concept OF VALUE...... Value for use|Market |Market value/Value for use Value for use |Market |Market 
value value value 
VALUATION OF Parts....|Permissible |Improper | Undesirable if| Undesirable Permissible |Improper |Improper 
developed 
Cost oF REPRODUCTION 
New OR TRENDED ORIG- 
INAL CosT............|Essential Desirable |............|Essential Essential Desirable | Desirable 
DEPRECIATION: ; 
Deterioration (Physical) | Essential Essential .|Essential Essential Essential | Desirable 
Functional comment 
ence). . . .|Essential Essential . .|Essential Essential Essential |Desirable 
Economic. . .|Not essential | Essential . |Essential Not involved |Essential |Desirable 
Net INCOME FROM 
OPERATION: 
Consideration to...... Not essential |Essential | Usual With whole only |Not involved |Proper _| Essential 
Direct capitalization of |Not usual Proper  /|Proper With whole only |Not involved |Proper (Proper 
Usuat Basis OF 
APPRAISAL: 
Sound value (tog going 
concern). . .|Usual Desirable |............|/Usual Usual Desirable | Desirable 
Market Value. . .|Not essential |Essential | Desirable With whole only | Not involved |Essential | Essential 
Market Price. .|Not essential | Desirable | Desirable With whole only | Not involved | Desirable | Desirable 























NOTE: This outline is intended to embrace the customary conditions under which appraisals are submitted in substantiation 
of the fixed asset accounts on the balance sheet presented in an application for registration of securities to be offered for sale 


to the 


ublic. 
and ref 


ects the minimum inclusions and requirements. 


application but may be furnished in statements supplementary to or independently from the appraisal itself. 


It is based upon the assumption that the properties involved are to be utilized in the operation of the enterprise 
It is recognized that additional information may be essential to any 
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treatment of net income from operation; 
and other basic factors. 

In referring to the accompanying 
schedule we may take up for discussion 
under “appraisals prepared for public 
financing” the distinction between those 
covering industrial properties and those 
covering investment properties. In so 
doing the following definitions of each 
class of property are given: 


Industrial Property: 

In a broad sense all of the tangible and in- 
tangible assets pertinent to the conduct of an 
enterprise for the manufacturing, processing, 
and assembling of finished products from raw 
or fabricated materials; also, in a limited sense, 
the land, fixed improvements, machinery, and 
all equipment—fixed or movable—comprising 
the facilities devoted to such enterprises. 

Investment Property: 

A property which is within itself a business 
enterprise consisting of all tangible and in- 
tangible assets considered as integral with the 
property, assembled and developed as a single 
unit of utility for lease or rental (in whole or 
in part), to others for profit. 

A careful consideration of the above 
definitions shows the reason for the dis- 
tinction in the appraisal limitations. In 
the case of the industrial property the 
plant facilities are simply tools used in 
conducting the business—therefore, the 
concept of value is “value for use.” Toa 
certain extent the concept for an invest- 
ment property is “value for use,” but since 
this type of property in itself is a busi- 
ness enterprise we are led to the conclu- 
sion that “value for use” is more properly 
expressed as “market value.” “Market 
value” may then be defined as follows: 


“The amount expressed in terms of money 
which a purchaser would be justified in paying 
for a property as of a certain date, assuming 
he were to acquire thereby all of the rights and 
benefits to the equivalent extent possessed by 
the owner.” 


In the next phase we find that the “valu- 
ation of parts” is permissible in the ap- 
praisal of an industrial property, whereas 





it is improper in the appraisal of an in- 
vestment property. This means that it 
would be quite proper for an appraiser to 
estimate the present value of the land; or 
independently to establish the “sound 
value” of the facilities of an industrial 
property, assuming their full utilization 
or any degree of utilization, without in- 
cluding the land at all. In this connection 
“sound value” may be defined as follows: 


“Sound Value has a definite and specific 
meaning, entirely distinct from ‘Market Value,’ 
although its measure in terms of money might 
be equivalent under certain conditions. it is 
measured usually by the cost of reproduction 
new in money as of any date, less depreciation 
established with reference to the relative de- 
sirability of the property for present and future 
performance and ownership as compared to a 
new property under known or assumed condi- 
tions of operation, but without regard to the 
economic conditions which might influence the 
profitableness of operation or the status of busi- 
ness or industry as a whole.” 


On the other hand, this would not be 
proper in the case of an investment prop- 
erty since it is impossible to divorce the 
physical assets from the business itself, 
and therefore the report and valuation 
must be all-inclusive. 

In the case of the appraisal of the in- 
dustrial property there is, of course, the 
necessity for considering the business ele- 
ments, the productivity of the plant, the 
markets, the selling price of the product, 
and finally the potential earnings. These 
earnings, however, do not emanate di- 
rectly from the physical assets but rather 
are attributable in a large extent to other 
factors. Someone must report upon them 
in any proposed financing program, how- 
ever, and this may be done by the ap- 
praiser; by a showing upon the part of 
the applicant; or by covering them suffi- 
ciently in the statements of audit which 
supplement the application. In any event 
it is quite proper for the appraiser to limit 
his report to the value of the fixed assets 
under the proposed degree of utilization. 
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Other factors are tabulated along some- 
what the same line; for example, it would 
be essential in most instances to develop 
the cost of reproduction new for an indus- 
trial property ; whereas, it might be elimi- 
nated in certain cases for an investment 
property, although it would always be 
desirable. 

In considering accrued depreciation, 
the industrial property might be depre- 
ciated in accordance with its physical con- 
dition; that is, deterioration and its func- 
tional capacity without regard to the eco- 
nomic status of the industry as a whole 
which might otherwise limit the volume of 
business that the company would be able 
to anticipate. On the other hand, in an 
investment property every phase of depre- 
ciation must be considered, including the 
physical, the functional, and the economic. 

Net income from operation is not essen- 
tial in all appraisals of industrial proper- 
ties, although it might well be considered 
on certain occasions; whereas it is abso- 
lutely necessary in the appraisal of in- 
vestment property—perhaps not always 
to the extent of direct capitalization, but 
at least for material consideration. 

In the appraisal of natural resources we 
have a somewhat similar problem, but this 
takes on a further complication due to the 
fact that a depleting resource is being ex- 
ploited; that is, the resource itself is con- 
stantly losing value just as the depreciable 
assets are losing value. The exploitation 
of natural resources is a business enter- 
prise as a whole, but the facilities used 
for such purpose are similar to the facili- 
ties in any industrial plant. 

Based upon this broad outline it is pos- 
sible to tabulate with some certainty the 
elements which would be considered in 
any appraisal for public financing under 
the respective types: 


INDUSTRIAL PROPERTY 


Essential 

General Requirements. 

Cost of reproduction new. 

Sound value. 

Depreciation (observed). 
Deterioration (Physical condition). 
Functional (Plant capacity, obsolescence, 
etc.). 

Certification of appraiser, with resumé of 

conclusions, basis of appraisal, and qualifica- 

tions of conclusions (if any). 


moh 


ol 


Not Essential 
Market value. 
Market price. 
Original (historical) cost. 
Consideration of profits from operation of 
enterprise. 
Depreciation. 
Economic. 
6. Valuation of property as a unit or inclusion 
in appraisal of all of the parts thereof. 
(“Valuation of Parts” permissible where 
properly qualified in certification of ap- 
praiser.) 


> 9 fo 


or 


Optional 

1. Economics of enterprise and industry as a 
whole. 

2. Analyses of operations and estimates of 
potentialities. 

3. Estimates of value for uses or disposal upon 
bases other than adopted as primary in the 
appraisal. 

4. Estimates of conversion, expansion, or par- 
tial treatment or disposal of property with 
or without cost estimates. 

5. Appraisal of appurtenant property, tangible 
or intangible, such as merchandise inventory, 
investments, patents, processes, contracts, 
and good will. 

6. Establishment of fixed property charges for 
inclusion in statements of others, including 
rates and normal amounts required for 
property maintenance, retirements and re- 
placements, and other charges affecting cur- 
rent and future operations under recognized 
and predetermined “reserves” or otherwise. 


INVESTMENT PROPERTY 


Essential 
1. General Requirements. 
2. Market value. 
3. Market price. 
4. Depreciation— 
Deterioration. 
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Functional. 
Economic. 
5. Consideration of profits from operation of 
property. 
6. Valuation of property as a unit. 
(“Valuation of Parts’ improper in all 
instances excepting as qualified simply as 
an exhibit for consideration and not as a 
measure of value.) 
7. Certification of appraiser with 
of value. 
8. Market value of land separately as vacant 
for its “highest and best use.” 


conclusions 


Desirable (Frequently Essential) 

1. Cost of reproduction new of structural or 
other improvements. 

2. Sound value (as defined). 

3. Establishment of fixed property charges for 
inclusion in current and/or future operating 
statements. 

4. Estimates of conversion and rehabilitation 
requirements and potentialities resulting 
therefrom. 


Not Essential 
Original Cost. 


Optional 

1. Estimates of value for uses or disposal for 
purposes other than adopted as primary in 
the appraisal. 

2. Establishment of fixed property charges in- 
cluding rates and normal amounts required 
for property maintenance, amortization, and 
depreciation. 


NATURAL RESOURCE PROPERTY 


Essential 
1. General Requirements. 
2. Deposits (or other natural resources being 
exploited) 

A. Statements as to the character, extent, 
and availability of the land and natural 
resources. (This may be independently 
determined or introduced from reports of 
geologists or other experts. Source of 
information to be stated.) 

B. Computation of remaining mineral or 
other reserves. (This may be independ- 
ently determined or introduced from re- 
ports of other engineers or experts. 
Source of information to be stated.) 

C. Description and usually estimates of costs 
reflected in existing “opening” and de- 
velopment of natural resource. 

D. Market value—estimated: 

a. Upon comparative basis. 








































b. Upon capitalization of benefits of 
ownership over normal royalty or 
other customary charges for the ex- 
ploitation of similar resources. 

c. Upon capitalization of net returns an- 
ticipated from future expectancy of 
operation above all costs and amort- 
ization and return upon capital re- 
quired. 

The use of this basis of necessity re- 
quires the estimation (and/or con- 
sideration of statements of other ex- 
perts) of prospective production, re- 
maining life of resource, markets, and 
selling prices of products and the re- 
sulting net profits, as well as the de- 
termination of the capital require- 
ments and the amount of the net 
profits reasonably required to satisfy 
the same. 
3. Facilities 

A. Cost of reproduction new. 

B. Sound value. 

C. Depreciation 

a. Deterioration. 

b. Functional. 

c. Economic. 

4. General— 

Certification of appraiser with resumé of 

conclusions, basis of appraisal, and quali- 

fications of conclusions (if any). 


Desirable 

1. Establishment of fixed property charges for 
incorporation in current or future operating 
statements, including rates and normal 
amounts under the production program and 
remaining life of the resource—required for 
property maintenance, retirements and re- 
placements, amortization and depletion, and 
other charges. 


2. Estimates of conversion and rehabilitation 
requirements and _ potentialities resulting 
therefrom (where pertinent). 

3. Valuation of property as a unit. 
(“Valuation of Parts” permissible where 
properly qualified in certification of ap- 
praiser.) 


Not Essential 
Original Cost. 
Optional 
4. Economics of industry as a whole. 
2. Estimates of value for uses or disposal upon 


bases other than adopted as primary in the 
appraisal. 


Under the present conditions there is 
very little so-called real estate financing 
taking place. Actually, however, as con- 
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ditions improve there will be a revival of 
construction in investment properties. To 
meet such requirements, as. has been 
brought out, the appraisal should set forth 
clearly many things, the more important 
of which may now be summarized: 


p's 
2. 


Description of property in reasonable detail. 
Condition of property and requirements in 
rehabilitation. 

. Estimate of the cost of reproduction new 
and the basis of making such estimate; that 
is, what has been included and excluded in 
connection with the overheads or indirect 
construction costs, financing costs, etc., as 
well as the direct labor and materials. 
Income analysis including discussion of the 
tenancy; the past and present operations, 
and the future outlook and the reasons there- 
for; the basis and method of analyzing the 
operating statements with particular refer- 
ence to the treatment of property expense 
thereon, such as maintenance, replacement, 
and provision for amortization. 

The capitalization rate adopted and the rea- 
sons therefor, including factors of competi- 
tion and return from similar investments. 
In this connection a straight line capitaliza- 
tion rate is the most desirable, but it must 
include an allowance for risk and should be 
adopted after provision for replacements 
upon the basis of the current price levels. 

. “Market value” estimate and frequently a 
discussion and estimate of “market price.” 


7. Limitations of appraisal and qualifications. 


The report prepared should be clear and 
easily digested. The best form would be 
a letter of transmittal, with or without a 
certificate, containing all of the essentials 
in condensed form; this to be followed 
with a descriptive report upon the prop- 
erty and the details of the inclusions and 
exclusions, together with the methods of 
computation. With this would usually be 
furnished the necessary photographs, plat 
plans, recommendations, etc. Finally, fur- 
ther details might be furnished, such as 
the itemized inventory of the property; 
operating statements used as a basis for 


£ 


reconstruction; reports of others; and any 
additional pertinent material. 

The 1935 actual appraisal is a complex 
instrument. In the case of a property of 
any magnitude it is doubtful if any single 
individual is competent to complete such 
an appraisal unassisted. It is rather a 
matter of cooperative effort under proper 
supervision. The appraiser must be quali- 
fied primarily to direct the engagement 
and investigation and to ultimately make 
the value estimate. He uses, of course, the 
help of others, but he is familiar with 
their ability and the steps which they have 
taken in assembling the data which he 
requires. The appraiser finally, of course, 
accepts the responsibility, but his report 
should properly set forth the fact that he 
has had assistance and to what degree 
such assistance has entered into his con- 
clusions. The accuracy of his conclusions 
is no greater than the data which he has 
assembled. 

The capitalization of net income alone 
is not sufficient; the estimate of the costs, 
or cost of reproduction alone, are not suffi- 
cient. Both are essential. Returns to 
capital tend to create a certain level in 
accordance with the risk involved. At the 
moment the returns are low, and the in- 
come assumes greater importance than 
the costs. This condition may well be re- 
versed and unquestionably will be when 
and as some measure of stability returns. 

It has been shown that the appraiser 
must assume increasing responsibility for 
the future. He must not only arrive at a 
reasonable estimate of the value of the 
property, but he must go much further 
and furnish to the accountant and to 
others data which will enable a proper 
consideration of the business and its po- 
tentialities. 











The Six-Story Elevator Apartment House 


A STUDY GIVING CERTAIN “RULE OF THUMB” GUIDES 


By S. EDWIN KaAzpIN, M. A. I. 


elevator building has proved to be 

the most popular unit of apartment 
house construction in New York City. A 
recent survey discloses the fact that dur- 
ing the past four years over 70% of the 
apartment houses built in the Borough 
of Manhattan were of this type. With 
land values proportionately lower in the 
other boroughs, the percentage is much 
higher. In the Borough of the Bronx, 
95% of all apartments built or under con- 
struction this year were six story elevator 
houses, and in Brooklyn a_ veritable 
“boom” in this type of construction has 
taken place. 

This pronounced increase in building is 
due in a large measure to the improve- 
ment in the “mortgage money” market. 
Lending institutions are again seeking 
first mortgage investments and, since there 
is little or no refinancing taking place at 
the present time, a ready source is natu- 
rally found in new construction. A “glut” 
of new building would hurt the new as well 
as the older structures and would impair 
the safety of all mortgage investments. 
Fear is already voiced that the increase of 
new apartments in some neighborhoods 
will exert an adverse influence on existing 
buildings which in most cases are strug- 
gling to pay their fixed charges. To the 
extent that rents which are obtained from 
new buildings compare favorably with the 
rents which are being paid in old struc- 
tures, that fear is justified. A careful 
study, however, shows that the new build- 
ings are being constructed in strategic 
locations, close to transportation, to rent 


Pree many years, the six (6) story 


at from $20 to $25 per room per month. 
This is about 25% higher, on an average, 
than the rent that is being obtained in 
existing buildings. It must be readily 
apparent that there can be no extensive 
and widespread building until rents are 
increased to the point where the requisite 
investments will show a fair profit. 

In the final analysis the income produc- 
ing ability of a structure determines its 
value, but the cost to build is a potent 
factor and exerts a powerful influence. 
Some appraisers hold that when the value 
arrived at by the income process is greater 
than the cost to reproduce, then cost 
should be used as the basis of value. When 
a valuation arrived at by the income 
process is less than the reproduction cost 
of the property, it is safer to use the in- 
come method of valuation. It is the 
writer’s conviction, however, that prop- 
erties should be valued at all times on the 
basis of income. In periods of either de- 
pression or inflation proper allowance 
should be made for the abnormal condi- 
tions in the choice of capitalization rates. 
In those cases where the property fails 
to develop an adequate return on the in- 
vestment, it must be due, either to an 
improper improvement of the land or to 
an unusual reduction of income caused by 
outside economic influences. Where the 
superimposed structure is clearly the best 
improvement for the plot, the land value 
should be made residual. In all other 
cases, the building value should be made 
residual. In the case of new structures, 
after allowance is made for a fair return 
on the building investment and after pro- 
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vision is made for the amortization of that 
investment over the life of the building, 
the income imputable to the land should 
result in a value equal to that which can 
be found on a “comparison” basis. In 
any case, the wise appraiser will use more 
than one method to check the valuation 
of a property before arriving at the final 
conclusion. 

The writer has set up certain “rule of 
thumb” guides, based on his experience 
in the management, financing, and ap- 
praising of the six (6) story elevator 
apartment house which may prove helpful 
to mortgage lenders and appraisers gen- 
erally. He has selected for his analysis 
a building situated on a plot 125x100 as 
a typical and economically sound unit of 
construction. This building contains 59 
apartments, 182 rooms, and is laid out in 
114, 214, 3, and 4 room suites. The ap- 
proximate cube of the building is 590,000 
and using a cubit foot factor of 36c, which 
includes architects’ fees, insurance, and 
taxes during construction, the total cost 
of the building is $212,500. The cost per 
room in round figures, therefore, is $1170. 
The cost per front foot is $1700. It is 
also well to note that the gross cubic con- 
tent is 3,242 feet per room. 

It should be of interest to know the 
minimum rental per room per month that 
must be obtained to make a new six (6) 
story elevator building profitable in com- 
petition with other forms of investment. 
The size of the rooms, the layout, the 
value of the plot—all have their effect. 
Knowing the total cost of the property, 
we can determine the yield necessary to 
invite the requisite investment. We can 
estimate the operating expenses and fixed 
charges and after providing for reason- 
able vacancies and for the amortization 
of the investment in the building during 
its life, we can find the gross rent neces- 


sary to cover all. The operating expenses 
are estimated as applicable to buildings 
from one to eight years old under good 
management. 


ESTIMATED FIXED AND OPERATING 
EXPENSES 


Operating Expenses: 








Per Per 
Room Cube % 
EERE Re ee $2,300 $12.63 .0039 26.5 
POMINGE | 2. cece 2,100 11.53 .0036 24.1 
Belaries ......%- 1,800 9.88 .0031 20.7 
Light & Power... 750 4.12 0013 8.6 
Supplies ........ 480 2.64 0008 5.5 
General Repairs... 350 1.92 0006 4.0 
Mise. Expense... 350 1.92 0006 4.0 
Elevator Service. 300 1.65 .0005 3.5 
Plumbing Repairs 250 1.37 0004 2.9 
Annual Operating 
Expenses ..... $8,680 $47.66 .0148 99.8 
ee re $8,700 $48.00* 0157 
Fixed Charges: 
Taxes ($225,000 
@ $2.80) ...... $6,300 $34.62 $.0107 
Insurance ....... 750 4.12 .0013 
MUN Sic wikecon. os 750 4.12 .0013 
Annual _ Fixed 
Cihatges .....: $7,800 $42.86 $.0133 
RE ae eee $43.00* $.0137 
Total Fixed and 
Operating Ex- 
penses....... $16,500 $91.00* $.028+ 


Our study discloses that this typical 
building must command a gross rental of 
at least $18.50 per room per month. The 
writer has considered that an allowance 
of 10% for vacancies is adequate and that 
the net income should yield 744% on the 
building after provision for a return of 
the investment, and also pay 514% on the 
value of the land. 


To Determine the Income Necessary to Re- 
turn Investment in Building in Forty Years 
and Pay 74%% After Provision for Fixed, 
Operating Expenses, and Reserves, and Pay 
544% on Value of Plot. 
Amount necessary to return $212,500 

in 40 years and pay 74% 


*Per room. 
+Per cubic foot. 
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€SRUB, B00 =: F2,GO44). . 6. c ccesccvsee’ $16,872 
5%% on value of plot ($37,500)....... 2,063 
$18,935 
Operating Expenses ................. 8,700 
BR PRI ics Bon. 6 aide dined de avdin’e 7,800 
Reserves for Replacements: 
Refrigerators—10 years ...... $590 
Stoves—5 years ...........06. 413 1,003 








NET RENT TO BE DEVELOPED..... $36,438 








Gross Income Required.............. $40,500 
Allowance for Vacancies.............. 4,050 
Te III, ss acs Sayers ecole d's dre caiseciaier $36,450 


Just a word about capitalization rates. 
The determination of the proper interest 
rate to use in valuation problems is a mat- 
ter of exercising sound judgment based 
on proper analysis. Interest yields on 
long term investments are a guide. The 
interest paid on savings accounts, the in- 
terest rate on good first mortgages, the 
yield on high grade public utility and rail- 
road bonds, the yield on “governments,” 
and the prevailing rates on annuities are 
helpful in qualifying the rate of income 
that should be produced by an investment 
in real estate. A rate of interest that we 


may have used in a period of inflated 
rents and high costs is not the one we 
would continue to use in a period of de- 
pressed rentals and reduced costs. Ex- 
perience teaches that the rate will vary in 
an inverse ratio to the safety of the re- 
turns as diagnosed by a capable appraiser. 

Savings banks are now paying 2% 
interest; “governments” are yielding 
less than 3%; high grade utility and rail- 
road bonds yield less than 4% ; money for 
prime first mortgages is available at 414% 
and 5%. Moreover, there are vast sums 
that are seeking investment in real estate 
and, considering the prospect for in- 
creased rents and land values, the rates 
of return should be somewhat lower than 
those commonly used, viz: 8% in building 
investments and 6% on land. It is the 
writer’s opinion that a yield of 714% on 
the investment in the building, after pro- 
viding for the amortization of this invest- 
ment, is attractive. The income imputable 
to the land under a properly superimposed 
building capitalized at 514% should result 
in the fair value of the plot. These rates 
will result in an over-all yield of 10.5% 





YIELD ON INVESTMENT AT VARIOUS RENTALS 

2 25 ge2 

3 > 3 — eo & 

% be cal S nh mM 3 ob oq? 

2 § s © = 2s 2 55 3 5 Yield on Total Yield on Equity 
see $8 Bas a. Sua 2g Investment be- of $100,000 after 
ae = é8 23s 28 22m eS fore Deprecia- int. at 5% on 1st 

400, 4e= a>a zx Ck Ve tion. Mtge. of $150,000 

Amount PerCent Amount Per Cent 

$15 $32,500 $3,250 $29,250 $17,500 $11,750 4.7 $ 4,250 4.3 
16 35,000 3,500 31,500 17,500 14,000 5.6 6,500 6.5 
17 37,000 3,700 33,300 17,500 15,800 6.3 8,300 8.3 
18 39,500 3,950 35,550 17,500 18,050 7.2 10,550 10.6 
18 40,500 4,050 36,450 17,500 18,950 7.6 11.450 11.5% 
19 41,500 4,150 37,350 17,500 19,850 7.9 12,350 12.4 
20 43,500 4,350 39,150 17,500 21,650 8.7 14,150 14.2 
21 46,000 4,600 41,400 17,500 23,900 9.6 16,400 16.4 
22 48,000 4,800 43,200 17,500 25,700 10.3 18,200 18.2 
23 50,000 5,000 45,000 17,500 27,500 11. 20,000 20. 
24 52,500 5,250 47,250 17,500 29,750 11.9 22,250 22.3 
25 54,500 5,450 49,050 17,500 31,550 12.6 24,000 24. 


per room is 11.5% before depreciation, which is reasonable. 


*Assuming that a first mortgage of $150,000 at 5% can be placed on the property, the yield on the equity @ $18.50 
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after depreciation on the equity, over and 
above a 60% mortgage at 5% interest. 
This return is fair and will allow for an 
economic yield on any “secondary financ- 


cubical contents is the same as in our 
typical building (viz: about 3,200 gross 
cubic feet per room) the “per room” data 
is not dependable. 





Effect of Variation in Value of Land on Gross Rent per Room Necessary to Effect Same Yields on 











Investment. 
Land Per Front Foot 
$200 $300 $400 $500 $600 
RN NON ia. 6 5 oh 5i5.0 5.0.0 nase io asd Sida de e.o oe $ 8,700 $ 8,700 $ 8,700 $ 8,700 $ 8,700 
ee oon Woe Wiptats ible erase 7,600 7,800 8,000 8,200 8,400 . 
Reserves for Replacements....................005 1,003 1,003 1,003 1,003 1,003 
Amount necessary to return Investment in building 
NN gS kg dig Siew sda go bine) O's Vino h6 16,872 16,872 16,872 16,872 16,872 
Interest on land value @ 5.5%............cceeeees 1,375 2,063 2,750 3,438 4,125 
DOR. Pee FT ise oervar ac ces teatinacescc’ $35,550 $36,438 $37,325 $38,312 $39,100 
Approximate Gross Rent to Produce Above Net Rent 
SR NIN rie an aha Sanh Kahn ace ee Gs cou he - $39,500 $40,500 $41,500 $42,500 $43,500 
MRIS TOP VOOUREION . oon .o.5 oo oie nck see cc cecte - 8,950 4,050 4,150 4,250 4,350 
MN ald cesta ee ti ic and = AES ecachs. rae Ries bbiaee ib ao - $35,550 . $36,450 $37,350 $38,250 $39,150 
GROSS RENT PER ROOM®™.............ccccceee - $18.08 $18.54 $19.00 $19.46 $19.92 





*Every $100 difference in the front foot value of the plot results in a difference of about 50c in the gross rent per 


recom per month. 





ing.” In the final analysis, an active real 
estate market will result in a revival of 
such financing. After all, buyers willing 
to invest 40% cash in a property are 
limited and the yield from a property 
should be sufficient to pay an adequate 
interest rate, say 714% and 8% paid on 
second mortgage. The following table 
shows the variation in the income return 
at different rent levels. At $22 to $25 per 
room per month the yield should be very 
attractive and would probably result in a 
rapid increase of building. 

In setting up these “standards,” land 


costing $300 per front foot is used. Land 
of higher value in better locations should 
develop a correspondingly higher rental 
for the superimposed building. The fol- 
lowing table shows the gross rent that 
must be obtained at various costs of the 
land to produce the equivalent yields of 
our “typical” property. 

The following information can be de- 
duced from a study of our “typical” six 
(6) story elevator building. The writer 
prefers the “per cube” to the “per room” 
figures. Unless the ratio of the rooms to 


SUMMARY OF “THUMB RULES” 


Per Per Per 
Cube Room _ (Fr. Ft. 
Cost of Building—125x100 


—$212,500 .......cceee 36c $1170 $1700 
Annual Operating Costs.. .015 48 
Annual Fixed Charges... .013 43 
Total Annual Fixed and 

COTATI ook oo cin 5s 50%. .028 91 or 7.60 per 


month 
Coal Consumption about 55 tons per 100,000 cubic 
feet. 
Annual Renovating Cost about $11.50 a room. 
Ratio of operating expenses to the gross income— 

21.5%. 

Ratio of total fixed and operating cost to gross 
income—40.7%. 

Overall Capitalization Rate for net income—7.6%. 

Overall Capitalization Rate for gross income— 

16.2%. 

In conclusion, it must be remembered 
that no two properties are exactly alike 
and that proper allawances and qualifica- 
tions should be made in comparing our 
“typical” building with actual cases. 
Rules, tables, and formulae are never sub- 
stitutes for sound judgment, and are valu- 
able only as the humble servants of the 
trained and experienced. 


&¢ ¢#¢ 
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Landscaping As an Offset to Depreciation 


By FRANK M. EDWARDS 


town on the 8:17, was in an unusually 

expansive mood as he dropped down 
by an old friend and began: “George, the 
new house is finished and Mary and I are 
very happy with it. Believe me, we took 
no chances—placed the whole thing in the 
hands of a competent architect and interior 
decorator, and they were on the job from 
start to finish. It cost us a little more— 
but it was well worth it. We moved in the 
first of the month and the results are all 
we had hoped for and more. You must 
come out and see it soon.” 

“Fine,” was George’s reply, “I’m 
anxious to do so.” However, being an ap- 
praiser of wide experience he instinctively 
desired more information and continued, 
“But what about the landscaping. Who is 
doing that?” 

“Well, we haven’t given that much 
thought,” his friend shrugged. “TI did talk 
to a man out there who runs a nursery 
and think I will have him put in some 
shrubs. They say he doesn’t charge much. 
Grass is grass, you know. We thought we 
might put in some bridal wreaths and a 
few barberries to set the home off a little. 
But we’ve spent too much already without 
going in for unnecessary trimmings.” 
—And that is the too frequent picture of 
the new home owner—the typical Ameri- 
can viewpoint that stultifies our better 
class of residential development. Is it any 
wonder that, in many instances, not only 
a single residence but entire subdivisions 
begin to depreciate rapidly from the time 
they are completed if they lack the com- 
pensating enhancement in value which 
might be effected by proper landscaping? 

Any analysis of landscape development, 
of course, necessarily must follow the con- 


Trion new home owner, coming into 


> 


sideration of many other factors. Has 
good judgment been shown in locating the 
subdivision? Is it unfortunately situated 
between two industrial areas and cursed 
thereby with the accompanying nuisances 
of smoke and dirt? Are there zoning and 
building restrictions that protect the home 
owner from neighbors who might elect to 
construct less desirable dwellings. Has it 
available adequate and convenient shops, 
local improvements, and transportation? 
In short, are all basic factors present that 
underlie permanent residential stability 
and value? The finest landscape garden- 
ing will not offset any of these fundamen- 
tal errors. 

If, however, a residence is situated in a 
properly zoned subdivision—if it is built 
of permanent materials and is well-de- 
signed—if proper safeguards are estab- 
lished for the neighboring development, 
then well-planned and executed landscape 
gardening should offset depreciation to a 
very substantial degree. A well-studied 
development may, through appreciation, 
equalize structural deterioration for many 
years after the building has been erected. 


THE LANDSCAPE ARCHITECT 


Now, what are the steps necessary in 
order to. stabilize residential values 
through landscape development? First, 
the landscape architect. Logically he 
should be engaged at the same time as the 
architect who is to design the structure— 
in fact his is the first job. If properly 
trained and qualified, he would assist in the 
selection of the site itself; he would not 
only visualize its immediate possibilities, 
but would think far ahead in comprehend- 
ing the stabilization of values in the future 
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through the very appreciation that he will 
be instrumental in creating. 

Yet your landscape architect must not 
be a visionary artist in the narrower 
sense, he must have a sound economic 
viewpoint and be trained in the practical 
requirements of home building and capable 
of coordinating his ideas with those of 
others who are to carry the major burden 
of the construction. Nature is to be his 
most important workman and will be “on 
the job” long after all of the others are 
through. Since the landscape architect 
deals with growing things, the materials 
he works with and the specifications under 
which they are installed take on a far 
greater significance than the mere initial 
installation. Behind it all is the practical 
knowledge that is to make the landscape 
development pay for itself and perhaps 
carry a bit of the other burden. 


THE LANDSCAPE DEVELOPMENT 


With a general plan completed, the first 
physical consideration is that of grading. 
Without correct slopes to harmonize with 
the type and design of the house itself, the 
entire scheme may fail. Natural grading 
lines are usually the most pleasing and are 
therefore recommended under all ordinary 
conditions. If there is no reasonable ex- 
cuse for a curved walk or drive—it had 
best be made straight. 

And then the lawn. Man can, and does, 
fool man; but when he attempts to fool 
Nature, Nature wins! “Short cuts,” such 
as improper soil preparation for lawn or 
planting areas, simply will not work out. 
Seed at ten or fifteen cents per pound will 
produce a beautiful crop of weeds, tim- 
othy, and quack grass. It will cost less in 


the long run to pay fifty to sixty cents per 
pound for good seed in one hundred pound 
lots, invest in several inches of rich top 
soil for a seed bed, and have it consistently 
A good 


watered for the first Summer. 


turf is fundamental to permanent value; 
furthermore, good planting and poor grass 
never “get by” the analytical feminine in- 
spection should the residence be up for 
sale. 

What of the trees? Good trees, which 
are permanent, increase in value in almost 
geometric proportion from year to year. 
If, through good fortune, mature trees are 
already a part of the property, it is well 
worth the investment to put them in the 
best possible condition—to see that there 
are no cavities starting in the main 
branches or weak crotches which are apt 
to split. Research, during the past ten 
years, has disclosed that trees may be 
undernourished due to a lack of nitrogen, 
phosphate, potash, or mineral salts, or to 
soil of such density that moisture cannot 
reach the fine feeder roots. Existing and 
desirable trees, therefore, even though in 
some stages of decay, can be saved by 
proper feeding and their value increased 
accordingly. A fine spreading elm may be 
worth $1,000.00 to a large new residence, 
but it would probably be worth even more 
if encouraged to grow naturally and prop- 
erly. 

THE PICTURE OF THE GARDEN 


In undertaking our landscape develop- 
ment the order is somewhat different than 
it would be for the architect who designs 
the home. Certain of the framework is 
already in place, such as the lay of the land, 
the existing trees, and other natural raw 
or partially finished materials. The design, 
of course, is of paramount and parallel im- 
portance. The architect submits a pers- 
pective of the residence before construc- 
tion is undertaken, presenting a clear pic- 
ture in advance as to how it will look when 
completed. Then why not do the same 
with the planting? A thousand people will 
see the landscaping of your home, where- 
as only those whom you know will see the 
interior. 











LANDSCAPING AS AN Orrset To DEPRECIATION 
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The “plan” for a garden that would be 
successful cannot be drawn without studies 
in perspective any more than it can for 
the home itself. In complex problems 
three-dimensional studies through models 
may often be desirable to attain the best 
results. 

If the property is ultimately to be of- 
fered for sale or appraisal, the first im- 
pression created by the beauty of the 
grounds is of great importance—therefore 
the landscaping must strike a truly har- 
monious note. If the architect has de- 
signed a residence of unquestioned formal- 
ity, the landscaping should carry out the 
formal lines. In connection with this type 
of home, particularly if situated in the lati- 
tude of the Great Lakes, it is necessary to 
utilize evergreens in maintaining the for- 
mal setting during the winter, since there 
are at least five months in the year when 
most of the deciduous trees and shrubs are 
defoliated. For this reason at least thirty- 
five per cent of the cost of landscape plant- 
ing for the formal type of residence, should 
be invested in good varieties of evergreens. 
The informal house requires planting beds 
of curved lines and fine textured shrubs, 
such as tamarisk hispida and other plants 
of a more informal character in keeping 
with the style of the home. Curved walks 
and possibly private drives may be laid out 
with propriety in many such cases. 


THE COST AND VALUE OF TREES 


To illustrate how rapidly trees enhance 
in value in a few years, one shade tree 
popular throughout the United States and 
one evergreen universally admired have 
been selected and comparisons made in the 
following tabulation. Prices quoted are 
for stock of unquestioned quality and are 
based upon cost in place, including plant- 
ing under normal conditions, with guaran- 
tee of growth: 


THE AMERICAN ELM 
(A deciduous tree) 


Diameter of trunk 
8 inches above 


ground Age Cost in Place 
21-3” 8-10 years $ 7.50 
3-4” 11-14 years 15.00 
4 -5” 15-17 years 30.00 
5 -6” 18-20 years 60.00 
61-8” 21-25 years 110.00 


The specifications quoted for the Ameri- 
can Elm are applicable to the region of the 
northern states such as Wisconsin and 
Minnesota. In Alabama, for example, the 
time required for production would be only 
half that required in Wisconsin. 

THE BLUE SPRUCE 
(An evergreen) 


Data refers to the choicest types, the grafted Moer- 
heim’s and Koster’s. Seedlings mature earlier. 


Height Age Cost in Place 
6-10” 3- 4 years $ 4.00 
12-15” 5- 7 years 8.00 
15-24” 8-10 years 10.00 
2- 3’ 11-13 years 15.00 
3- 4’ 14-16 years 20.00 
4- 5’ 17-18 years 30.00 
5- 6’ 19-22 years 60.00 
7- 3’ 23-26 years 95.00 
8-10’ 27-30 years 125.00 
31-35 years 150.00 


Prices given Blue Spruce are averages 
from several companies which have been 
producers of quality trees. Such trees are 
hand root-pruned every year or two to de- 
velop extensive fibrous roots, and top- 
pruned to hold back the height and. pro- 
duce a more compact and shapely speci- 
men. 

The value of these trees may be much 
greater than the cost given. Particular 
specimens may be of unusual beauty; they 
may be grouped in settings of unique char- 
acter; or they may be planted in special 
soil and fertilizer and with a high degree 
of skill that might considerably increase 
their intrinsic worth. Where trees are of 
value for some special purpose, such as 
screening out unsightly views and have 
been damaged beyond recovery by reason 
of a neighbor’s fire, Court decisions have 
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been quite general in allowing plaintiffs 
more than the bare cost of replacement. 
Such trees are very often planted in rows 
as a permanent screen and are difficult to 
replace with others of mature size and 
similar value. The Wisconsin Supreme 
Court within the past two years upheld 
a Milwaukee County Circuit Court Appeal 
which had awarded substantial damages 
above the current replacement costs of the 
trees as growing trees in a nursery.* 


AN OFFSET TO DEPRECIATION 


Let us assume a practical example to il- 
lustrate the possibilities involved in the 
adoption of a balanced landscape program. 
A substantial modern residence is con- 
structed at a cost of $12,000.00 on a lot 
75 feet by 140 feet, costing $4,000.00—an 
investment of $16,000.00. Five per cent of 
the cost, or $800.00, would be a reasonable 
allowance with which to produce a prop- 
erly balanced landscape structure, making 
a total initial cost of $16,800.00. 

The previous tables covered two typical 
trees, and indicated the important bearing 
that age and growth have on the cost of 
landscaping. Assuming that moderate 
sized trees were planted, the increased cost 
of replacement over a period of about ten 
years would be approximately four times 





*Citation-207 Wis. 688; 242 Northwestern 137. 


the first cost. This ratio would not hold 
uniformly on all landscaping, of course, 
but it might be a conservative estimate of 
the whole. At the end of ten years, assum- 
ing normal depreciation of the structure at 
21% per cent per annum and disregarding 
any appreciation in land value, the set-up 
might well be indicated in the following: 











First Depreci- Appre- End of 

Cost ation ciation 10 Yrs. 

Land $ 4,000 $ 4,000 

Structure 12,000 $3,000 9,000 
Land- 

scaping 800 $2,400 3,200 

Total $16,800 $3,000 $2,400 $16,200 


The $3,000 in depreciation would be 
largely off-set by the $2,400 in landscape 
enhancement, and in many instances the 
landscaping might increase the total value 
still more and actually off-set all depreci- 
ation. As a matter of fact a theoretical 
depreciation of 214 percent per annum on 
the building might be excessive, at least 
for the first ten year period, and therefore 
the actual enhancement may well off-set 
the existing depreciation. 

In residential development, landscaping 
is typically of an aesthetic rather than a 
utilitarian nature. As a proper setting 
may add to the beauty of and increase the 
desire for a fine painting, so may proper 
landscaping add to the attractiveness, the 
salability, and the value of the home. 














The Appraisal of Warehouses 


By B. C. BURCHFIELD 


AREHOUSES provide housing for 

y \ goods. No consideration of amen- 
ities enters the valuation process. 

A warehouse is a facility offering a serv- 
ice in a competitive market. The ap- 
praiser must deal with economic consider- 
ations, and substitute research and com- 
parison for guess work and imagination. 

The typical warehouse is used by a dis- 
tributor-jobber, wholesaler or retailer—to 
store goods pending resale and tranship- 
ment or delivery. The total cost of storage 
and transportation determines the choice 
of warehouse space, its kind, amount, and 
location. 

The use to which a property can be put 
determines its value. This is particularly 
true of warehouses. They constitute a 
link in the chain of production and dis- 
tribution of goods. 


WAREHOUSES ARE INVESTMENT 
PROPERTIES 


Most typical warehouses are built for 
investment and leased to industry. The 
owner is primarily interested in rents and 
expenses. He builds or acquires a prop- 
erty as a source of revenue, depending on 
continuous occupancy, at a fair rent, to 
provide this revenue. 

Tenants for warehouses look to the total 
cost of operating, including rent, insur- 
ance, delivery costs, and advertising value 
of location and arrive at a maximum rent 
they are willing to pay on a comparative 
basis. 

If a warehouse is located in the center of 
a city, the delivery costs will be low. On 
the edge of the city, the delivery costs will 
be excessive; and rents will have to be 
correspondingly lower to justify such a lo- 
cation. 





If a building is equipped with an auto- 
matic sprinkler system, this will reduce 
insurance on commodities in storage. Lack 
of a sprinkler system will increase the in- 
surance rate, and justify a correspond- 
ingly lower rent. 


OWNER OCCUPIED WAREHOUSES 


Buildings built for a special use suffer 
obsolescence when thrown on the open 
market. If the appraiser is determining 
the fair “market value” of a property, 
he must write off this obsolescence. If he 
is determining the value to the concern for 
which the property was constructed, then 
the replacement cost of an equally desir- 
able property will govern. 

Where market value is sought, the ap- 
praisal problem is the same whether a 
building is occupied by the owner or a 
tenant. The most reliable approach is the 
analysis of income. 


TYPICAL BUILDINGS 


There are many types and kinds of 
warehouses, but the so-called “standard 
warehouse” is a building with a railroad 
spur on the rear and a street on the front. 
It will have either a reinforced concrete 
or heavy wood floor at car door level; 
concrete, brick, hollow tile, or sheet iron 
walls; and a steel or wood truss roof, with 
ceiling height of from 12 to 16 feet. It may 
or may not be sprinklered. It may con- 
tain from 1,000 to 100,000 square feet, 
or more. 

It may be one or more stories high, but 
will usually be only one story high, except 
in the case of close-in buildings on high 
priced land. It may be from 30 to 1,000 
feet long, but will usually be between 100 
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and 150 feet trom tae railroad to the street. 
It will be located near a through street, 
but should front on a private street, or 
one on which there is little traffic to inter- 
fere with trucks loading and unloading. 


DESIGN 


A well-designed warehouse offers the 
maximum possible ease for handling and 
storing goods. Goods are usually moved 
from railroad cars by hand trucks, so the 
distance from the point of unloading from 
cars to the point of loading on trucks (or 
visa versa) should not exceed 150 feet. 

The building should not have too many 
posts. Twenty feet on centers is the mini- 
mum spacing. There should be plenty of 
windows and sky lights for light and ven- 
tilation. Truck doors or a loading plat- 
form should be located on the street. Am- 
ple office space, convenient toilet arrange- 
ment, and attractive exterior appearance 
add to the rental value of a warehouse. 

The floor is the important part of a 
warehouse building. It must be smooth, 
to permit easy trucking. It must be dry, 
to prevent damaging goods stored on it. 
It must be strong, to carry a live floor load 
of usually not less than 200 pounds, and 
frequently 300 pounds per square foot. 

If the building is large, it should be 
divided into compartments of not less than 
20,000 square feet by fire walls. This re- 
duces the fire risk and the insurance on 
the building and on goods in storage. 


COMPETITION 


There are many standard warehouses in 
every large American city. These build- 
ings are a sort of yard stick that tenants 
use in their choice of storage space. The 
appraiser must use this same yard stick 
in measuring the relative desirability of 
the subject property. If he is not familiar 
with this kind of property, he should seek 


the opinion of a warehouseman, who 
knows the problem of storing and distrib- 
uting goods. 


DEMAND FOR WAREHOUSES 


The supply of storage space within a 
city is relatively inflexible. It can be in- 
creased by new construction, but is usually 
decreased only by depreciation and fires. 
The demand for space can change with 
relative rapidity. 

The appraiser familiar with economic 
conditions affecting his city will know 
whether the trend in occupancy is upward 
or downward. He can foresee normal 
growth and expansion. He cannot, how- 
ever, foresee changes in freight rates, 
which may render it more or less desirable 
to store goods in his city. Such changes 


greatly affect the demand for storage 
space. 


He might anticipate gradual growth in 
a given industry, but cannot be expected 
to anticipate a failure in the cotton crop. 
Such a failure would greatly reduce the 
demand for warehouses in a cotton con- 
centration point. Nor could he foresee 
crop reduction programs, crop loan pro- 
grams, etc., that greatly decrease the de- 
mand for storage space in market centers, 
and sometimes increase the demand for 
space in production centers. 


HAND-TO-MOUTH BUYING 


In the 20’s factories were running on 
schedule far ahead of consumer demand. 
Goods were sold to, and stored by, jobbers 
and wholesalers months in advance of the 
anticipated sales to consumers. The trend 
toward smaller and more frequent pur- 
chases all along the distribution line has 
caused a reduction in the quantity of 
processed, or partly processed goods held 
in storage in warehouses. This narrow- 
ing of the gap between the date of produc- 
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tion and the date of consumption of goods 
has reduced the total demand for storage 


space for manufactured products. This 
condition may be temporary or permanent. 
It has been responsible for the vacancy of 
many warehouses. 


MoTorR TRUCKS 


It was necessary for distribution ware- 
houses to be centrally located in 1900. De- 
liveries were made in horse-drawn wagons. 
Today motor trucks have widened the cir- 
cle in which it is economical to locate dis- 
tribution warehouses. Cheaper land, and 
much more of it, is suitable for warehouse 
sites. High land values for warehouse lo- 
cations are no longer justified. What 
changes will take place during the next 
35 years is uncertain. 


BASIS OF ESTIMATE 


Appraisers are not presumed to estimate 
the value of a property at some time in 
the future. The best they can hope to do 
is to estimate its fair value today. Cer- 
tain fundamental economic laws will help 
somewhat, but measurable facts are the 
most reliable indications of value. The 
rental value of a property today can be es- 
timated by comparison. What it will be 5 
to 10 years hence cannot be determined. It 
can never exceed, for long, a fair return 
on replacement cost. New capital would 
be attracted and new buildings built if 
rents reached too high a level. Abnormal 
vacancy may make rents subnormal. The 
trend in vacancies will indicate how long 
such a condition will continue. 

The appraisal of an individual property 
resolves into the estimate of the probable 
net income the property will earn, the pres- 
ent worth of that income, plus the residual 
value of the site. It is the analysis of in- 
come method, involving the following 
items: 

1. Rental Value 








Vacancy Allowance 
Anticipated Revenue 
Expenses 

Net Income 

. Present worth of net income. 


Rental Value. This is determined by 
comparison. It may be stabilized, or ad- 
justed for changing business conditions 
and advancing age. 

Vacancy Allowance. Vacancy allowances 
are largely estimates, even though based 
on complete vacancy statistics for many 
years back. If a building is under a long 
lease to a responsible tenant there is no 
need for a vacancy allowance. 

Anticipated revenue is the amount of 
rent the owner can reasonably expect to 
receive for the property. 

Expenses include taxes, insurance, main- 
tenance, repairs, alterations, management, 
and any other items of expense that the 
owner will be expected to pay. 

Net income is the return the owner re- 
ceives on his investment. The return will 
be presumed to include the amortization of 
the cost of improvements since the im- 
provements have a limited life, and must 
be written off during their productive ex- 
istence. 

The present worth of the net income is 
the actual value of the property as an in- 
vestment. 


oom oo 


CAPITALIZATION RATES 


There can usually be found some in- 
vestors with warehouse sites who would 
be willing to build for lease to a good 
tenant. The average rate of return de- 
manded by such investors is an accurate 
index of the prevailing discount rate or 
capitalization rate applicable to standard 
warehouses. 

There is a difference between the value 
of a vacant warehouse and the value of a 
similar property leased for a long term 
to a substantial tenant. In the latter case 
there is no question about the amount of 
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anticipated revenue. The terms of the lease 
determine this. There is no vacancy al- 
lowance or lease brokerage to be consid- 
ered. The only uncertainty is the amount 
of taxes and maintenance. These can be 
estimated with reasonable accuracy. 

The return demanded by typical in- 
vestors on the land value and construction 
cost of new warehouses is the rate of re- 
turn on which the value of the subject 
property should be based. 


VACANCY RISK 


If the subject property is vacant, the ap- 
praiser should determine why the previous 
occupant moved out, and why the building 
is now vacant. He must estimate how long 
it will remain unoccupied, and how much 
it will be worth to another tenant. His 
estimate of rental value is, at best, only 
prospective income. 

The capitalization rate, or discount rate, 
should be substantially higher in the case 
of a vacant property because the risk is 
greater. 


CAPITALIZATION OF INCOME 


There are several methods of appraising 
by income analysis. The net income can 
be treated as interest and amortization on 
the improvement plus ground rent, or in- 
terest, depreciation, and ground rent. 

Suppose we are appraising a building 
that is 10 years old, whose remaining eco- 
nomic life is estimated to be 30 years. The 
building is modern in design and is prop- 
erly located. Let us assume, also, that 
it is a one-story fireproof building contain- 
ing 50,000 square feet, located on a site 
having a replacement value of $25,000. 
The replacement cost, new, of the building 
is estimated to be $100,000. 

Net income (on a long lease) is found 
to be $10,000. The capitalization rate is 
estimated at 614% on improvements and 


514% on land. The analysis by capitaliza- 
tion would be as follows: 


Net income before depreciation........... $10,000 
24%4% depreciation on $100,000 (straight 
line depreciation, to write the building 








Re Ae UD 6 5.5.05 ecasise'a.d Kcaceh ¥ e:ki5 2,500 
Net earnings on land and buildings...... $ 7,500 
614% on replacement cost............-++.. 6,500 

Net ground rent (residual)............ $ 1,000 


The $1,000 capitalized at 544% indi- 
cates a ground value of $18,181.82. The 
building value is $100,000 less 10 years 
depreciation at 214%, or $75,000. 

The appraiser might also look at the 
problem this way: The building has al- 
ready been depreciated 25% so the earn- 
ings would include 214% annual deprecia- 
tion on the original cost and 614% inter- 
est on the present worth. 

Six and one-half percent on $75,000 
would be only $4,875, which, deducted 
from $7,500 leaves $2,625 residual ground 
rent to be capitalized at 514%, indicating 
a ground value of $47,727.27. 

In either case, the amount of net return 
on the building remains constant, although 
the building value decreases each year as 
the depreciation allowance is deducted. 

Discounting net income, using straight 
614% annual discount, the amount of pres- 
ent worth that would be amortized in 30 
years, at $10,000 per year, would be $130,- 
586.80. The total value of the property 
would be estimated as follows: 


Present worth of an annuity of $10,000 

per year for 30 years, discounted at 

O56) DOF SARUM 6 os ows oss cist nines $130,586.80 
Present worth of $25,000 (estimated land 

value at end of 30 years) discounted 


back to date at 6%4% per annum.... 3,779.75 
Present worth of salvage value of build- 

ing ($1,000) discounted back to date 

at 644% per annum................ 151.19 


Total investment value of property. .$134,517.74 
DIMINISHING RETURNS 


None of these methods take into consid- 
eration the principle of diminishing re- 
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turns with advancing age. Rents will 
probably decline as a building grows 
older. Taxes may decline. Maintenance 
cost will increase. The net income from 
a 30-year old building could hardly be as 
great as the net income from a new build- 
ing of the same size on an equally desir- 
able site. 

If the appraiser is discounting a series 
of equal annuities he must be assured that 
these payments will be as great 20 or 25 
years hence as they are today. 

The capitalization method makes some 
allowance for diminishing returns, be- 
cause the method presumes as great a total 
return on a $25,000 unamortized balance 
as must now be received on a $75,000 bal- 
ance. If the net income, after deprecia- 
tion, declined 50% there would still be left 
$3,750 as interest on $25,000 building 
value and rent on $25,000 ground value. 

Net incomes may properly be discounted 
during the life of an existing lease. There- 
after the appraiser should allow for re- 
duced rents and increased repairs, and 
estimate his schedule accordingly. 

Unfortunately there is little data avail- 
able on which to base an accurate forecast 
of rents that would give proper consider- 
ation to this principle. Judgment and un- 








classified experience are the only guides 
on which to rely. 


REPLACEMENT COST 


What a property may have cost does 
not determine what it is now worth. The 
owner may have paid too much or too lit- 
tle. Its value cannot exceed its reproduc- 
tion cost by any substantial amount. If 
present rents bring too great a return, the 
risk of competition is great. 

A leased fee may have a value in excess 
of the reproduction value of the land and 
buildings, but this is due to the lease con- 
tract. There would then be a tangible 
asset in the real estate and an intangible 
asset in the lease contract. When such a 
condition exists there is still the danger 
of the lease being broken. 

Normally the replacement cost, less ac- 
crued depreciation, is a valuable check on 
the results of the income analysis. An 
accurate improvement value is necessary 
if one capitalization rate is to be used for 
the building and another for the land. 

In a condition of normal occupancy, un- 
limited competition, and a fairly active 
demand for warehouses the cost of pro- 
duction will determine the value. During 
abnormal, or subnormal, conditions “any- 
thing can happen, and it often does.” 


How Should a Municipality Assess a Developer’s 
Property? 


By STEPHEN L. ANGELL, M.A.I. 


HERE a developer has laid out a 

\ y high class real estate development, 

fully improved the streets, built 
and sold houses or assisted builders to do 
so, and still owns a number of the vacant 
plots, the group of lots owned by the de- 
veloper is worth less per square foot than 
the plots owned by the individual owners, 
and should be assessed at a lower rate than 
the individually owned lots in the section.’ 

Assessors sometimes have been unfairly 
criticised for recognizing the foregoing 
fact and assessing the property accord- 
ingly. This statement at first may seem 
to be inspired by a desire on the part of a 
developer to secure an unfair advantage 
in the matter of taxation, but a careful 
consideration will show that this is not the 
case, but that the statement is based on 
sound reasoning, and works to the benefit 
of the holder of the individual lot and to 
the community as well. In fact, a failure 
to understand and recognize this principle 
is not only unfair to the developer but di- 
rectly reacts to the detriment of the indi- 
vidual owners and the community. 

To discuss the problem it is necessary 
carefully to consider the statement as it 
appears in the first paragraph; and to fol- 
low that statement, we must proceed with 
the same understanding of words and 
phrases. 

In real estate, the term “development” 
is intended to identify a subdivision where 
the “developers” have made the plots val- 
uable and attractive for use; but the term 
has been much abused. By a “high class 

1. See “The Appraisal of Vacant Subdivision 


Lots for Taxation Purposes” by Paul Schlagenhaup 
in this Journal, Vol. 2, No. 2, page 93 (Jan., 1934.) 


a 


development” I mean a subdivision that 
complies with the following conditions: 


1. The developers are men of experience, in- 


tegrity, public spirit, and business ability. 

2. The project is well-financed. 

3. The plan for the subdivision has been made 
under the guidance of an experienced devel- 
oper with practical ideas and ideals. 

4. The engineering work on the subdivision has 
been done by an engineer of standing under 
the guidance of the experienced developer. 

5. Plots are as a rule sold only to individuals 
who intend to erect homes for themselves, 
or to local builders of established standing 
who erect well-built homes for sale. 

6. The restrictive covenants have been care- 

fully worked out to suit the particular needs 

of the development and are reasonably en- 
forced by the developer. 

The whole attitude and record of the devel- 

oper shows that he is intelligently striving 

to make a happy community for people to 
live in. 

8. The development is suited in program, lay- 
out, and restrictions, to the location, sur- 
roundings, and topography. 

9. There is stipulated supervision of the houses 
to be built to insure the use of designs by 
architects of ability. 

10. The developer assumes a continuing inter- 
est in the upkeep and guidance of the de- 
velopment until the property is entirely 
built up. 


It should also be noted that this assess- 
ment proposal is not intended to apply and 
probably never does apply to subdivisions 
that do not essentially conform to the fore- 
going definition of a high class subdivi- 
sion. As a matter of fact, in the poorer 
types of subdivision the plots owned by 
the individuals are sometimes of so little 
value that it is not wise for the owners to 
continue to pay taxes on them. Still, the 
subdividers may, by advertising, continue 
to sell lots at a profit to those whose desire 
for a home or hope of easy wealth com- 
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bined with their ignorance make them easy 
victims for any glib-tongued salesman. 

There are of course many subdivisions 
that would be classified somewhere be- 
tween the two extremes. In some sec- 
tions there are very few high class de- 
velopments, in other sections there are 
relatively few poor ones. If we can 
arrive at a point where there are no poor 
ones, the financial success of our citizens 
and the financial position of our commu- 
nities will be improved. But do not mis- 
understand me, by “high class develop- 
ment” I do not intend any reference to the 
amount of money spent on the individual 
houses, but do intend a strict requirement 
that the money spent shall be well-spent 
and in such amounts that the community 
and the individual homes contribute as 
much to the happiness of the family as is 
reasonably possible. 

A statement collateral to our proposal 
is: The purchaser of a single plot in a 
high class subdivision obtains more value 
than the purchaser of all the remaining 
lots in the entire subdivision would obtain 
in the same plot. 

The purchaser of the entire subdivision 
consciously or unconsciously assumes obli- 
gations in regard to the management, con- 
trol, and supervision of the subdivision, 
and the burden of guiding the remainder 
of the development work. The purchaser 
of an individual plot is entitled to expect 
the benefits of the management, control, 
and general supervision of the subdivision 
by the owners and developers, and their 
guidance in the control of the future de- 
velopment, while he assumes no responsi- 
bility except to live up to the restrictions 
in developing his own plot in conformity 
to the established standard of the commu- 
nity. 

The purchaser of an individual plot buys 
it because he wants to use it in the immedi- 
ate or near future, or because for some 


reason he believes it is to his advantage 
to buy it at this time rather than later and 
therefore does not have to contribute any 
factor of time utility in connection with 
the plot, whereas the purchaser of the en- 
tire subdivision knows that it will take a 
period of time to dispose of all of the plots 
and assumes the responsibility for man- 
agement of the development, carrying 
charges, and care of the property until 
such time as it is marketed. 

In addition to the elements above stated, 
it is a well-recognized fact that the pur- 
chaser of a large area of real estate is en- 
titled to secure it for a lower price per 
square foot than one who buys a small 
area, just as there is a differential between 
wholesale and retail prices in other com- 
modities. At the same time one should 
consider the most distinctive characteris- 
tic of land, its immobility, which is closely 
related to the long period required for the 
“production” of a development or the re- 
tailing of the plots in a high class develop- 
ment—an even longer period of “carry” 
than is required for other commodities. 

There are many processes that contrib- 
ute to the successful production of every 
high class development. They may be di- 
vided into two groups: 

Grovp I. 


1. Selecting site. 

2. Making a sound financial plan and securing 
funds. 

3. Negotiating for the purchase and arranging 

for title certificates to plot purchasers. 

Planning the layout and street improvements. 

5. Planning the type of development. 

6. Devising the restrictions and various forms 
that are to establish standard practices for 
the development. 


INITIAL STEPS 


~ 


Group II. Activirres THAT CONTINUE MorE or LESS 
THROUGHOUT THE DEVELOPMENT PERIOD 
Untrm THE Last Lor Is Sorp 

Installing improvements. 

Improving public or community areas. 

Guiding the selling program. 

Supervising the building program by com- 

pany or independent builders. 

11. Developing and maintaining 
with municipal officials. 


_ 
se 


cooperation 
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12. Examining and criticising or approving 
plans for houses. 

13. Enforcing restrictions. 

14. Adjusting of new comers to the community. 

15. Adjusting complaints. 

16. Advertising and publicity. 

17. Cooperating and helping on resale for plot 
and house owners. 

18. Developing community interest in local gov- 
ernment affairs by organization of property 
owners associations or otherwise. 

19. Maintaining physical upkeep of property. 
20. Carrying the expense of taxes and capital 
invested until completion of operation. 

21. Furnishing time utility value to the land by 
holding it until ultimate users are found. 

22. Doing or encouraging others to do whatever 
else will increase the attractiveness of the 
neighborhood and increase or maintain real 
estate values. 

A real estate development is one of the 
most technical and complex of business 
enterprises. If a manufacturer makes a 
poor automobile, or suit of clothes, it can 
be scrapped or discarded and forgotten; 
and he can try again. If he sells them, 
someone loses some money, but little per- 
manent damage is done. If a developer 
creates a poor subdivision, whether by ig- 
norance or intent, he spoils a piece of land 
that cannot be discarded but remains an 
eyesore, and may damage every citizen of 
the community for years to come through 
the economic waste of the land and the 
increase of the tax burden on other tax 
payers. 

The fact that land in process of sub- 
division is a commodity is very clearly 
brought out by William H. Ten Haken, 
Associate Professor of Real Estate Prac- 
tice, Marquette University, Milwaukee, 
Wisconsin, in a very able paper on “Real 
Estate as a Marketable Commodity’ 
which treats with the economic problems 
of subdivision. He says in part: 

“When we come to the consideration of the 
characteristics of the production of urban land, 
we are treading on controversial ground. There 


are those who maintain that land is not pro- 
duced, but is a free gift of nature. However, 


2. See Part I. Annals of the American Academy 
2. and Social Science, Page 21, March, 


if we look upon production as consisting of the 
creation of form utility, time utility, and place 
utility, we can scarcely deny the fact that be- 
fore practically any urban site is utilized there 
is created by someone either form or time util- 
ity, or both. Very few parcels of urban land 
are utilized in their original form, nor do very 
many escape the transition period between 
agricultural and urban use. Again, when a site 
is changed from one urban use to another, time 
utility is usually created by the owner. Some- 
one must necessarily hold the land when it is 
first being developed for urban use, and make 
the necessary changes in its form, such as, 
grading, draining, filling, laying out of streets, 
and so forth. 

“After all, the production of so-called manu- 
factured products consists of nothing more nor 
less than changing the form of certain raw ma- 
terials furnished by the earth. The difference 
between the creation of form utility in a piece 
of furniture, for example, and the creation of 
form utility in a city lot ready to be built upon, 
is only a matter of degree. Similarly, one who 
holds a vacant lot until there is a demand for 
its improvement, or an improved lot in a lower 
use until there is demand for its higher use, is 
a creator of time utility no different from that 
created by the furniture retailer who keeps the 
piece of furniture in stock until there is a de 
mand for it.” 


In all questions of taxation it is impor- 
tant to consider not only the standpoint of 
the one who pays the tax but the munici- 
pality that collects the tax and has assumed 
the responsibility of various services to be 
supplied during the years to come. An un- 
tair method in assessing may do more 
harm to the municipality and the other tax- 
payers than to the particular taxpayer 
that is discriminated against. There seems 
to be an attempt in many municipalities 
to “Soak the developer.” This does not 
particularly hurt those developers whose 
activities are of no benefit to the commu- 
nity because they do as little as possible, 
sell by high pressure methods, and get “out 
from under” quickly. But it does hurt and 
discourage those developers who are do- 
ing a good job from the community stand- 
point. 

The two extremes in sales methods fol- 
lowed by developers are: 

1. By high pressure methods or at auction 























Assesstnc DevELOPMENT Property 


449 








sales, plots are sold to any one who can be 
made to buy on easy terms. After the 
promised street improvements have been in- 
stalled and the lots are all sold, the “de- 
velopment” is left to grow. 

2. By sound business methods and ethical 
standards where lots are sold only, or prin- 
cipally, to reputable builders who will at 
once erect distinctive houses, or to persons 
who will shortly proceed to build homes for 
themselves. The subdivider continues to 
maintain his interest in the property until 
it is substantially all built up and establishes 
the development as a happy community of 
homes. 


The result to the municipality of the 
first method is usually a very slow growth 
of the community, a heavy expense upon 
the community for maintenance of streets 
and utilities disproportionate, because of 
slow building, to the taxes received and 
accompanied by a lack of that happy suc- 
cessful community spirit that is so valu- 
able both to the individual and the munic- 
ipality. 

The result to the public of the second 
method is a more rapid growth, the grad- 
ual building up of substantial values rep- 
resenting the benefits of real satisfaction 
of the residents, the early establishment of 
a happy community spirit of enduring 
quality, and the certain increase in as- 
sessed values sufficient to carry the full 
share of municipal expenses as well as the 
burden of the local facilities. 

The fair treatment of the second type 
of developer tends to encourage that type 
to operate in the community and results in 
lower taxes and the building up of a bet- 
ter community. 

The result to the owner in the first 
method is that he quickly obtains the re- 
turn of his investment and his profit and 
can go on his way, leaving the municipality 
and his customers to hold the bag, pay the 
taxes, and take their gains or losses. 

The result to the owner in the second 
method is a much slower return, often the 
abuse of unreasonable residents, usually a 


severe beating on exorbitant assessment 
and taxation, several years of heavy re- 
sponsibility in the planning and guidance 
of the community, but the satisfaction of 
a job well done if he has been able, sincere, 
and fortunate. 

There is probably no greater injustice 
done by our taxing authorities than the 
treatment sometimes accorded the devel- 
oper of the second type. This comes about 
through ignorance rather than deliberate 
intent. The remains of his holdings, some 
of which will not come into use for five or 
ten years, are assessed at the same rate 
as those plots that have been sold during 
the production period and have reached 
their destined use. 

No development is transformed from 
farm land to an established community by 
the filing of a map nor yet by the laying 
out and construction of the roads. The 
community comes through a period of 
years depending upon the times, the ability 
and policy of the developer, and the loca- 
tion of the property. There seems to be 
no justice in assessing vacant farm land 
at one price and then, when mapped, as- 
sessing the same property on the assump- 
tion that it is well worth the highest price 
any plot has been sold for. 

A group of residential plots which con- 
stitute the unsold plots in a subdivision 
where streets have been improved, has a 
market value to a developer for retailing. 
But the highest available use is for the 
retailing of the plots and not for the use 
as a site for a single residence. 

This market value may be figured by es- 
timating the retail selling price and then 
deducting allowances for cost of selling; 
interest on capital; taxes; cost of further 
improvement; upkeep; advertising; gen- 
eral office expense; time, effort, and skill in 
guidance of the community; and an allow- 
ance for profit on the transaction. Or it 
may be figured by estimating the cost of 


450 





Tue Journat or THe American INstirute oF Rear Estate APPRAISERS 





comparable acreage plus the cost of the 
street improvements with an allowance 
for benefit or damage on account of con- 
ditions in the development. Either method 
should bring approximately the same re- 
sult. 

The market value of the entire holding 
for resale purposes should be determined 
and used as a base, and the assessed value 
of the property should be fixed at a figure 
that will bear the same ratio to that value 
as the assessed value generally bears to 
market value. 

A pamphlet issued by the New York 
State Conference of Mayors and Other 
Municipal Officials, Bureau of Training 
and Research, Albany, New York, 1931, 
entitled “Scientific Methods and Rules for 
Assessing Land and Improvements” was 
prepared “to meet the demands of New 
York State, City, and Village officials for 
an effective system for assessing real prop- 
erty at true value and equitably for pur- 
poses of taxation’; and contains on Page 3 


the following instructions: “Land should 
not be divided into lots in accordance with 
a development map, in the assessor’s 
record, prior to the sale. No record of 
the subdivision should be made in the 
assessor’s record until there is a change 
of ownership. As lots are sold, the block 
should be divided in accordance with such 
sales.” 

This rule is unquestionably sound and, 
if followed, results in all of the remaining 
lots in a subdivision being classed as one 
holding as they are in fact. In many mu- 
nicipalities, it has been the custom immedi- 
ately to lay off on the assessment map all 
of the lots shown on a subdivision as soon 
as the subdivision map is filed. There 
might be no serious objection to this if the 
remaining lots were still assessed as one 
parcel; but when such a practice results 
in the lots being assessed individually at 
prices comparable to the ultimate sales 
value, the unfairness of the system be- 
comes apparent and oppressive. 











Ethics and Professional Conduct 


By Harry GRANT ATKINSON 


characterize Members of the Amer- 

ican Institute of Real Estate Ap- 
praisers is the fact that they are pledged 
to abide by its rules of professional con- 
duct. 

This does not assume that only M.A.I.’s 
are ethical and competent; for every one 
knows appraisers, not affiliated with the 
Institute, who bear high reputations for 
ability and personal integrity. It does 
mean, however, that each and every Mem- 
ber of the Institute is definitely pledged 
to observe and conform to the avowed 
ideals and principles of conduct published 
by his profession. 

It is pertinent, therefore, that we study 
these rules in detail in order that we may 
know specifically just what the Institute 
recognizes as being the obligations and 
responsibilities of its Members, to each 
other, to the profession, and to the public. 

It is equally important that we under- 
stand the fundamental concepts underly- 
ing these rules and the reasons why the 
Institute considers them of such vital im- 
portance. 

It is significant that all professions 
have codes of conduct—and that many 
businesses have developed them, too. 
Even before the days of NRA there were 
more than 100 such codes on record in 
the office of the International Rotary 
Club. The reasons why this is true can 
be traced to fundamental concepts of 
morality as well as to sound policy in an 
actual business sense. They are based 
on a purely selfish dollar-and-cent mo- 
tive as well as on the broader impulse of 
being fair to mankind in general. We 
shall not attempt to explore this particu- 


Oe of the several distinctions that 


lar field of abstraction at this time, but 
confine ourselves instead to a considera- 
tion of the important functions which 
these rules are intended to serve. 

One of the major objectives sought by 
almost every group that announces a code 
of ethics is that of professionalizing the 
vocation in which its members are en- 
gaged. The motive behind this objective 
is to establish the vocation in the public 
esteem as a profession. If this is accom- 
plished, the members of the group are 
automatically accorded the goodwill and 
the confidence of the public. Thus, it is 
easier to secure patronage, and “sales re- 
sistance” is not a problem. 

So, unless the public already quite gen- 
erally recognizes the group as constituting 
a profession, its activities will include ef- 
forts to bring about such recognition. 
This always involves (1) setting up stand- 
ards for admission to membership and (2) 
the development of rules of professional 
conduct. 

These rules are usually self-imposed de- 
vices for leading the individual member 
to conform to the ideals which the public 
expects him to observe. They thus safe- 
guard the professional status of the group 
on the one hand, and the public confidence 
accorded to other members of the group 
on the other. 

It must be clearly understood that no 
code of ethics is sufficient of itself to 
change a non-professional into a profes- 
sional vocation. The ingredients that go 
to make up a profession must be present. 
What are these ingredients? Are they 
present in the profession of real estate ap- 
praising? Is real estate appraising a pro- 
fession? As we consider these questions, 
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let us note certain relationships they bear 
to the avowed principles of right conduct 
—or improper conduct—published by the 
American Institute of Real Estate Ap- 
praisers. 

John Maurice Clark says in his book en- 
titled Social Control of Business :' 

“The professional man is an expert, selling 
services of guidance to persons who in the na- 
ture of the case are not experts .. . moreover 
their need is peculiarly vital to their well- 
being.” 

It is obvious that this is true of a physi- 
cian. He is an expert; his patient is not— 
and the patient’s need is vital to his well- 
being. It is true of the relationship be- 
tween the lawyer and his client. It is true 
of the teacher and the pupil. It is quite 
often true also of the appraiser and the 
persons whose welfare is affected by his 
opinions of value. The buyers and sellers 
of fee interests and of leasehold interests 
in real estate are seldom competent to 
judge real estate values. The buyers of 
mortgages and bonds, likewise are not 
specialists in judging the actual worth of 
the properties securing the loans. They 
are dependent upon the competency and 
integrity of the appraiser. 

The dependency of the individual served 
by the appraiser is recognized, either di- 
rectly or indirectly, in a great many of 
the several rules of conduct published by 
the Institute. An example is Article VI, 
Section 1: 


“It is unethical for an appraiser to issue 
an appraisal report on a fractional part of 
a property unless he specifically states that 
the value reported is invalidated if used in 
making a summation appraisal of the prop- 
erty as a whole.” 


The practice to which this refers has 
frequently led to gross overvaluations and 
has occasioned severe financial losses on 
the part of individuals who relied on the 





1. Clark, John Maurice, Social Control of Business, Chi- 
cago, Illinois, University of Chicago Press, 1926. 


Page 226. 


values reported. In many cases it has 
jeopardized the only means of subsistence 
possessed by widows and orphans. 

This provision in the code, therefore, is 
intended directly as a protection for the 
dependent member of the public who 
might be affected by the appraisal, even 
indirectly. It is also intended as a protec- 
tion for the profession and for the indi- 
vidual members of which it is composed. 
Public esteem and confidence are the most 
precious assets of any profession. This 
provision is one of many designed to pre- 
serve that esteem and confidence. 

A learned judge on the King’s Bench in 
England, in rendering an opinion in the 
case of Commissioners of Inland Revenue 
vs. Maxse in 1919, said in part: 

“A profession in the present use of lan- 
guage involves the idea of an occupation re- 
quiring purely intellectual skill or of manual 
skill controlled, as in painting, sculpture, or 
surgery, by the intellectual skill of the oper- 
ator, as distinguished from an occupation 
which is substantially the production or sale 
or arrangement for the production or sale of 
commodities.” 

It requires no argument or involved ex- 
planations to apply this definition to the 
vocation of real estate appraising. Like 
most, if not all, of the many definitions of 
the term “profession,” however, this one 
advanced by the learned Judge does not 
fully cover the meaning of the term as it 
is commonly understood. 

Let us consider the thought of another 
member of the King’s Bench, quoted from 
an opinion rendered in the case of Currie 
vs. Inland Revenue Commissioners in 
1921: 

“TI myself am disposed to attach some im- 
portance in findings as to whether a profes- 
sion is exercised or not to the fact that the 
particular man is a member of an organized 
professional body with a recognized standard 
of ability enforced before he can enter it and 
a recognized standard of conduct enforced 
while he is practicing it.” 


Application of this principle to the 
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American Institute of Real Estate Ap- 
praisers clearly marks it as a profession. 
Article II of the Institute’s By-Laws pre- 
scribes the high standards for admission 
contemplated by the learned Judge’s defi- 
nition. The Institute’s rules of profes- 
sional conduct, as a whole, defines the 
standard of conduct of individuals ad- 
mitted to the membership, but let us note 
in particular the following: 

“Article I, Section 1; ‘It is unethical for an 
appraiser to accept an order to appraise a 
property if his employment or fee is contin- 
gent upon his reporting a predetermined or 
specified amount of value, or is otherwise con- 
tingent upon any finding to be reported.” 
This rule refers to what is known as an 

“instructed” appraisal and is not to be 
confused with contingent fee appraisals, 
covered in Section 2 of Article I. What 
is here defined as improper conduct is il- 
legal and immoral as well as unethical. It 
involves fraud and the basest sort of dis- 
honesty. From the point of view of ethics, 
it brings discredit upon the profession and 
indirectly affects the financial interests of 
other members of the profession by rea- 
son of the loss of public confidence result- 
ing from the practice. 
Section 2 of Article I provides that: 


“It is unethical for an appraiser retained in 
cases where damages result from the exer- 
cise of the right of eminent domain, or re- 
sult because of fraud, misrepresentation, 
etc., to make his compensation contingent 
upon the amount of, or to fix his compensa- 
tion as a percentage of, the damages which 
may be decreed by the court deciding the 
issues in the case involved.” 

Employment upon a contingent fee basis 
is not uncommon in the field of real estate 
appraising. Likewise, in the legal field. 
It is a practice that has been defended by 
some and condemned by others. It has 
been contended by some lawyers that cer- 
tain worthy clients without means of pay- 
ing legal costs would be denied the privi- 
lege of legal advice and the opportunity 





of redress for wrongs and losses suffered 
unless they were allowed to employ coun- 
sel on a contingent fee basis. Some have 
sought to apply the same reasoning in 
justification of contingent fees charged 
by an appraiser. The analogy is not a 


good one, however. The lawyer does not 
testify; but the appraiser does testify. 
The appraiser, therefore, has the greater 
moral responsibility. 

“The contingent fee,” says Carl F. 
Taeusch,’ “is a euphemistic term, whereby 
the basis of professional charges is shifted 
from ‘fairness’ to ‘contractually arranged’ 
thereby enabling the lawyer to charge 
more than professional decency would 
countenance.” The same thing can fairly 
be said of the appraiser who follows this 
practice. 

Charles A. Boston branded the contin- 
gent fee as “The chief wedge that has 
tended to break down the honorable tra- 
dition of the legal profession.” 

If such discreditable things can be said 
of contingent fees in the legal profession 
where it does appear that there may 
sometimes be a modicum of justificatiom 
for the practice, how much more scathing 
the denunciation that should be accorded 
them in the profession of real estate ap- 
praising. 

Of course, it must be admitted that in 
a given case the fee may well be a fair 
one—and can be in all cases, if the ap- 
praiser succeeds in disregarding his own 
selfish interests and really finds a value 
that is wholly consistent with his honest 
judgment as to what the property is 
actually worth. It is contrary to human 
nature, however, to expect unbiased judg- 
ments where self-interest is involved. In 
such cases the appraiser is always open to 
suspicion—and not uncommonly a just 





2. Taeusch, Carl F. Professional and Business Ethics. 
New York, N. Y., Henry Holt & Company, 1926. Page 226. 
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suspicion—that his interest in the fee out- 
weighs his desire to find an honest value. 

Let us not forget that the basic reason 
for this rule is that public suspicion at- 
taching to an appraiser working on a con- 
tingent fee basis, however honest he may 
be, reflects upon the prestige of the pro- 
fession and tends to vitiate public confi- 
dence in the sincerity and integrity of all 
appraisers. In this case, we have a prac- 
tice that is not illegal, may or may not be 
immoral, but is always unethical. 

Section 3 of Article I of the Institute’s 
rules of professional conduct covers an- 
other type of fee: 


“It is unethical for an appraiser to accept 
an assignment to appraise a property when 
such assignment involves a bonus, a favor, or 
any special inducement other than a fair pro- 
fessional fee for the responsibility entailed 
and the work and expense involved... ” 


The practice to which reference is made 
here is known by the uglier name of 
“bribery.” Regardless of how it may be 
disguised, the practice is branded as im- 
proper and unethical and subject to dis- 
ciplinary action. 

We have been saying here that ethics 
lie at the very heart of professionalism. 
With this in mind we have been consider- 
ing whether or not real estate appraising 
may claim to be a profession. Let us re- 
vert to this thought again and note the 
following from the official journal of the 
British society known as the Auctioneers’ 
and Estate Agents’ Institute, Vo‘ume 8, 
No. 95, November, 1934: 


“The suggestion is that a business man 
other than a professional man is one whose 
function it is to promise and effect a speci- 
fied thing or state of affairs, while it is the 
function of the professional man to under- 
take to do and do his best. Thus the con- 


tractor who builds bridges is responsible for 
them answering to requirements of fitness 
and/or specification; the provision merchant 
who accepts an order for Cheddar cheese 
is bound to deliver Cheddar cheese, and so 
forth; these are business men and not profes- 
But those who exercise profes- 


sional men. 


sions are in different case. The schoolmaster 
makes no promise that his pupils will pass 
the examination for which he prepares them; 
the doctor who adopts the ‘no cure, no pay’ 
method of business attracts the attention 
of the General Medical Council; and I have 
little doubt that most of my readers have 
had experience of the client who seeks to 
treat the legal profession as a business in 
that sense.” 


How does this fit in with your ideals of 
real estate appraising as a profession or 
as a business? If we accept this as a 
standard, we must concede it is unprofes- 
sional for an appraiser to agree in ad- 
vance as to the amount of value he will 
find in a given case. 

The following quotations from Profes- 
sional and Business Ethics by Carl F. 
Taeusch present an excellent background 
for the consideration of one of the im- 
portant provisions of Article XIII, Sec- 
tion 2 of the Institute’s rules of profes- 
sional conduct: 


“A profession consists of a limited or 
clearly marked group of men who are trained 
by education and experience to perform cer- 
tain functions better than their fellow men.” 

“In general the standards of any profession 
are menaced if the line of demarcation be- 
tween it and other activities is not clear, or 
if its members may indulge in highly prof- 
itable ventires in easily accessible alter- 
nate activities.” 

“Every man owes jt to his profession to 
indicate clearly what his business is; oth- 
erwise he has no right to the benefits ac- 
cruing to the members of that profession. 
On the other hand, any profession which 
fails to insist on the identity of its mem- 
bers must take the consequences. The func- 
tions of its marginal and ambiguous mem- 
bers react unfavorably on the profession as 
a whole.” 

“It is thus apparent that a prime duty of 
every profession is to raise its standards 
sufficiently to admit only the skilled and 
to exclude the amateur.” 


In the light of the above quotations, 
consider Section 2, Article XIII of the 
Institute’s rules of professional conduct: 


“Any oral or written statement by a mem- 
ber with reference to his affiliation with the 
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Institute that is not specific and exact shall 
be construed to be professional misconduct 
under Article VI, Section 2 of the By-Laws, 
and subject to immediate disciplinary ac- 
tion.” 


This provision contemplates that the 
Institute’s Limited Members and its Affil- 
iate members shall invariably and under 
all circumstances designate themselves as 
“Limited” and as “Affiliates” in any refer- 
ences they may make, either oral or writ- 
ten, to their connection with the Institute. 
Thus, for example, it is improper for a 
Limited Member or an Affiliate member 
when testifying in court to make the sim- 
ple answer, “Yes,” to the question, “Are 
you a member of the American Institute 
of Real Estate Appraisers?” 

John Maurice Clark has pointed out 
that the recipient of professional services 
is dependent upon the one who is serving 
him and must, therefore, rely upon the 
competency and the honesty of his servi- 
tor. He cannot afford to wait and learn 
for himself by the trial-and-error method, 
since the very first mistake may be fatal— 
the first erroneous or false opinion may 
lead to disastrous financial consequences. 
Therefore, the rule of caveat emptor does 
not apply in professions. 

Professional services are rendered by 
professional men in person. As a conse- 
quence, the professional relationship is 
characterized by a high degree of sym- 
pathy and implicit reliance. Intimate per- 
sonal service precludes mass or large 
scale production and makes commercial- 








ized methods of selling odious to the pub- 
lic and, therefore, unprofitable, in the 
long run, to the servitor. This is why it 
is considered unethical for professional 
men to conduct advertising and sales cam- 
paigns. 

It should now be evident that profes- 
sional rules of conduct are not arbitrary 
regulations imposed by self-constituted 
rulers upon an indifferent or tolerant vo- 
cational group. They are self-imposed 
rules of conduct expressive of moral prin- 
ciples deeply embedded in the very fibre 
of the race. They express the ideals of 
the public in the group and are imposed 
by the majority of the group as curbs 
upon the uncertain impulses of the 
“marginal” member. They have devel- 
oped in the flaming fires of controversy, in 
righteous indignation over inexcusable 
fatal errors, and as a safeguard against 
the disastrous consequences of improper 
conduct within the law. 

In no code of conduct is there a single 
rule that did not grow out of the clash 
of personal greed against the welfare of 
the group. Each such code is the profes- 
sion’s public recognition of the fact that 
human behavior and business relation- 
ships extend through a broader and more 
extensive field than can be compassed by 
the law. It is, further, a public avowal 
of the profession’s obligation to the public 
and to its own right-thinking members 
that it accepts the responsibility for the 
conduct of its individual members. 
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Under the educational program adopted by the Institute in 
presenting Courses in Real Estate Appraisal at the University 
of Chicago in August, 1935, each student in each term was 
required to make an appraisal of an actual property. This 
report has been selected from those submitted, first for its 
clarity of presentation, and, secondly, for its close conformity 
with the procedure laid down under the courses of instruc- 
tion. The report has not been revised in r= 4 particular, but 
is reproduced herewith exactly as submitted by Mr. Green 
in the thought that it would be of real interest to the mem- 
bership.—Ed. 
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August 30th, 1935 


The American Institute of Real Estate Appraisers 
of the National Association of Real Estate Boards 


22 West Monroe Street 
Chicago, Illinois 
Gentlemen: 


In accordance with your request, I have made an 


appraisal 
known as: 


No. 8155 Ellis Avenue and Nos. 


of the three story store and apartment building 


1000 to 1012 East 


82nd St., Chicago, Illinois, and legally described 
as: Lots 24 and 25 and the South 124 feet of Lot 
26 in Block 130 of Cornell Subdivision in the City 
of Chicago, Cook County, Illinois. 

I have carefully inspected the above described 


premises and have made a thorough investigation and analysis 
in order to arrive at an opinion of the market value 


thereof. 


The accompanying report of XX pages contains 
some data upon which my conclusion is partially predicated. 
Subject to the contingent and limiting conditions stated in 
the accompanying report, my opinion of the market value of 
the property under appraisement is: 

NINETY-TWO THOUSAND FIVE HUNDRED DOLLARS 

($92,500.00) 

I thank you for the privilege of serving you and 

trust that you will find the report satisfactory. 


JBG:MMS 


Respectfully submitted, 
JOHN B. GREEN, M. A. I. 
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SUMMARY OF CONCLUSIONS 


Estimated gross rental value, 100% oc- 





aa a eas as SR wees or eta $ 16,980.00 
Gs ONO ois Sno dos bw Bos wee 10,320.00 
Current rate of net earnings.......... $ 6,660.00 
Reproduction cost estimate, building 

SE ie cad kates siden pies ee web ee $106,400.00 
Reproduction cost estimate, land...... 34,000.00 


Reproduction cost estimate, Total. ...$140,400.00 
Capitalized value estimate............ $ 92,500.00 


FN, 8 ck sheesh ok vo eae $ 92,500.00 
PVIGOe tate? TE icc keke $ 34,000.00 
pS er eer $ 58,500.00 


DATE AND PURPOSE OF APPRAISAL 


This appraisal is made as of August 
30th, 1935 and is made for the purpose of 
showing the market value of the property 
as of that date. 








Legal Description: The property is 
legally described as follows: 

Lots 24 and 25 and the South 12% 
feet of Lot 26 in Block 130 of Cornell 
Subdivision, being a subdivision of the 
West \% of Section 26, Southeast Section 
26 (with the exceptions of the East % of 
the Northeast 14 of said Southeast 4), 
the North 14 of the Northwest 14 of the 
South 14 of the Northwest 4, West of the 
Illinois Central Railroad and the North- 
west 14, of the Northeast 14, of Section 35, 
all in Township 28, North, Range 14, East 
of the Third principal Meridian, in Cook 
County, Illinois. Otherwise, known as 
No. 8155 Ellis Avenue and Nos. 1000 to 
1012 East 82nd Street, Chicago, Illinois. 

Highest and Best Use: While the 
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site seems to be adequately improved with 
the present building, the fact that it will 
not show a satisfactory return of interest 
on a building investment of this magni- 
tude is an indication that it is slightly 
over-improved. It is my opinion that the 
improvement that would develop the high- 
est land value at this time is a one story 
store building. 

City Data: The City of Chicago is a 
thriving Metropolitan community, ideally 
situated and equipped to serve a large por- 
tion of the United States, particularly the 
Middle West, commercially, industrially, 
and culturally. Its growth from a city 
of 1,698,000 people in 1900 to 3,600,000 
people in 1930 is a testimonial of this 
fact. Metropolitan Chicago comprises a 
population of over 5,000,000 people. Its 
industries are highly diversified and its 
continued growth and _ stability seem 
assured. 

Neighborhood Data: The particular 
neighborhood in which this property is 
situated, known as Avalon Highlands, is 
well-developed with a good class of apart- 
ments, 12 miles southeast of the Loop. 

The neighborhood is about six to ten 
years of age and is about 90% developed, 
about 95% of the improvements being 
apartments of a comparable character. 
Vacancies in this area in 1934 were about 
T%. 

The area is flat. The streets are paved 
with asphalt and there are concrete side- 
walks. The alleys are unpaved. All city 
utilities are installed in the area. 

_ Zoning: Most of the surroundings are 
zoned for apartment use although the 
block in which the property under apprais- 
ment is located, is zoned as commercial. 
A small but intensively developed business 
area serving the neighborhood has been 
developed here. The zoning of the area is 


shown by Chart 2 of this report. 
Transportation: 


The main economic 


reason for the development of this area is 
the Illinois Central Railroad with a sta- 
tion one block distant providing 23 minute 
service to downtown Chicago. This is the 
best transportation afforded in the city. 
The area is also served by a street car line 
two blocks away and a cross town street 
car line three blocks away. Excellent 
motor highways also serve the area. 

People: The population of the area is 
of a good class of American families, pos- 
sessed of civic and social pride. This area 
is considered one of the better residential 
neighborhoods on the South Side of 
Chicago. 

The average income of the residents is 
from $2,000.00 to $10,000.00 per year. 

Such a residential background as this 
makes an excellent supporting area for 
the subject property. 

The prospect of an infiltration of an in- 
harmonious type of people, particularly 
of another race, is, in my opinion, very 
remote. The nearest negro area at pres- 
ent is over two miles away and on the 
opposite side of Cottage Grove Avenue, a 
business thoroughfare. 

Schools: The area is served by three 
public and four Catholic grade schools, 
one Catholic girl’s high school, and one 
public high school, within 114 miles of the 
property. 

Churches: There are two Catholic 
churches in the area as well as one Prot- 
estant church, small and inadequate. Two 
store rooms are now used as Jewish 
churches. 

The Site: The lot under appraisment 
is level. It is situated at the Northeast 
corner of 82nd Street and Ellis Avenue. 
It has a frontage on 82nd Street of 125 
feet, extending from Ellis Avenue east- 
ward to a public alley and having a depth 
on Ellis Avenue of 74.68 feet. 

The property is unrestricted by deed or 
covenant and is zoned for commercial use. 


















An ApprRAIsaAL REporT 





Looking North on Ellis Avenue. Prop- 
erty in foreground. 


Looking East on 82nd 
St. Property in fore- 
ground. 


Looking Southeast to- 
ward business block 
across street from 


property. 


Looking South on Ellis Avenue from 
property. 
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Both streets are paved with asphalt. 
The alley is unpaved. There is a 20 foot 
concrete sidewalk on 82nd Street and an 
8 foot concrete sidewalk with a grass plot 
between it and the curb, on Ellis Avenue. 

Improvements (Exterior): The site is 
improved with a 3 story building of gothic 
and Normandic architecture with a gable 
mansard roof over the portion on the 
street frontages. This is covered with 
slate on the front and composition roll on 
the back. The balance of the roof is flat 
tar and gravel. 

There is a Normandic tower on the 
corner covered by a slate roof. - 

The construction is of brick, stone, 
stucco, concrete, and half timbers. The 
foundations are of concrete. There are 
copper gutters and downspouts. 

The windows are served with half 
screens and there are awnings on the 
apartments on the South side. 

Basement: There is a basement cov- 
ering about one-half of the ground area. 
This has concrete walls and floors. There 
is considerable difficulty here with seep- 
age of surface water as the alley sewers 
are above the basement level. 

Ground Floor: The first floor is 
divided into 8 store rooms as shown on 
Chart 1 of this report. The store fronts 
are copper and plate glass with leaded 
glass transoms. The floor is fireproof 
with a surface of terrazzo, except in the 
corner store, which is maple. The ceilings 
are suspended and are plaster on metal 
lath. Each store is equipped with a toilet 
and sink. 


Upper Floors: The upper two floors 


are of ordinary construction and are di- 
vided into 9 apartments per floor, as 
shown by sketch Chart 2 of this report. 
There are 5 2-room and 4 3-room apart- 
ments on each floor of a satisfactory lay- 
out, although without cross ventilation. 
The floors are of oak except the corridors, 


which are of rubber tile and the bath- 
rooms, which are of ceramic tile. The 
walls are canvased and, painted except 
the bedrooms in the 3-room apartments, 
which are papered. The ceilings are cal- 
cimined. The trim is of painted birch. 
There are shades at all windows. No fire- 
places are in the building. 

The plumbing is of ordinary type and 
the baths contain a built-in tub with over- 
head shower, a toilet, and lavatory. The 
bathrooms also have a glazed tile wain- 
scot 4 feet high. 

The 2-room apartments consist of a liv- 
ing room with in-a-dor bed, a dining 
room with pullman kitchen, a hall, and 
bath. The kitchen is equipped with a 
sink, gas range, metal cupboards, and 
mechanical refrigeration. 

The 3-room apartments have the same 
accommodations plus a separate bedroom. 
There is a good amount of closet space. 

The walls between each apartment are 
12 inch brick fire walls. 

Heating and Hot Water: The build- 
ing is heated by a low pressure steam 
heating system with a Herbert boiler in 
the basement. In each living room and in 
the outer halls is a McQuay, cabinet type, 
copper honey comb heating unit with hu- 
midifying compartments. All other radi- 
ators are of the standard cast iron type. 

Hot water is provided by an automatic 
heater of 1000 gallons capacity capable 
of heating 800 gallons per minute. It isa 
submerged tube Bell and Gossett type. 

Refrigeration: Refrigeration is me- 
chanical and furnished from a central 
plant of Peerless installation. 

Built-In Features: Each apartment 
has a built-in medicine cabinet, mail box, 
receivador and in-a-dor bed. A “Mid- 
West” incinerator serves the apartments. 

Miscellaneous: On the rear of the 
lot is a concrete court, enclosed with a 7 
foot cyclone fence: 
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REPRODUCTION Cost (as of this date) 


Building structure ..........5sceccees $ 46,506.00 
TIE o'n.8:a 0 <p s 605 ae wa toed 26,099.00 
PE Sais hock a so esau Oe kao bees 6,345.00 
Plumbing and refrigeration........... 9,705.00 
RE Ee OI ee ee 8,000.00 
TAhemiie He WINK 8. oo 5 oo 86 Soe os eee 2,445.00 
TOTAL, Givect) COSG. 5.05 65 ec ee ees $ 99,100.00 
Architects fees, 5% ....cscccccseveee $ 5,000.00 
Taxes during construction ........... 145.00 
Insurance during construction ........ 100.00 
Interest during construction........... 2,055.00 
TOTAL reproduction cost, new....... $106,400.00 


The building is now 7 years of age and, 
in my opinion, has a remaining economic 
life of 33 years. 


INTERPRETATION OF DATA 


Inasmuch as the building is not a bal- 
anced improvement but rather is a slight 
over-improvement, the reproduction cost 
of the improvements is not in accord with 
the capitalized income value. 

In order to determine a value for the 
land involved in this appraisement, I have 
contemplated the erection of a hypothet- 
ical one story store building on the site, 
as I believe this type of improvement 
would impart the highest value to the land 
at this time. 

Such a building, erected at a cost of 
$39,500.00, calculated to exist for 40 
years, produces an estimated net return 
applicable to the land, which, when cap- 
italized on a 6% basis (which I consider 


the proper rate for such a risk) gives a 
resultant land value of $34,000.00. 
METHOD OF VALUATION APPROACH 

The Income Capitalization Approach 
with the building made residual has been 
used inasmuch as I have established a 
land value. ; 

Table I is a summary of the operatin 
statement, showing the anticipated income 
and expense during the remaining eco- 
nomic life of the building shown in Table 
VII of this report. 

It is assumed that from the 12th to the 
33rd years, there will be a steadily de- 
clining income until at the end of the 33 
years period, the net income will be only 
an amount sufficient to return interest on 
the land alone. 


TABLE I—SUMMARY 
ist year 2nd to 6th 7th to 11th 
year year 
Gross _ effective 








income ....... $16,131.00 $17,010.00 $18,360.00 
Less operating ex- : 

DPONNES oo cicies 6,351.00 5,991.00 6,120.00 
Less other 

expenses ..... 3,120.00 3,325.00 3,550.00 
Less 6% on land 

MI a a css os 2,040.00 2,040.00 2,040.00 
Net Income to 

Building ...... $ 4,620.00 $ 5,654.00 $ 6,650.00 


By use of a compound interest valuation 
premise (Inwood Coefficient), with a 7% 
interest rate, this series of annuities is 
converted fo present worth as shown in 
Table II. 


TABLE Il 

Present worth of $4,620.00 due 1 year from date...........-.. cece eee eee eees $ 3,983.00 
Present worth of $5,654.00 per year for 5 years, delayed 1 year................ 21,606.00 
Present worth of $6,650.00 per year for 5 years, delayed 6 years............ 18,174.00 

Present worth of an annuity of $6,650.00 declining to zero from the 12th 
ee OE | vine he ks eels ds S Ha oe 03994 40s od aa Obs hoe oo wee te ES 17,943.00 
A, Si ES og nk ore oes orda o RESMS a hea Uae Dake sede kes $61,706.00 

Less cost of rewiring the building for separate electric meters and install- 
Se OW CUE TO eo 5 505 0 ehinee' oak 6S he's ob 55s wh eS eee s 3,300.00 
PTs Vee ee I, UTE ob 5k 00k eviews ecw s Wad bs b oan $58,406.00 
NE. SN I hon, Sew, bigs LEDS Shae ad s CAN OLR Cee ebb sad er4weneead 34,000.00 
TOTAL: VAsete, CATED Pes Petts os eid cacdve aa sawisaieioscoed $92,406.00 





or 
$92,500.00 
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Actual present and estimated future 
in Tables III to VII, inclusive. 


income and expense schedules are found 








Monthly 
Rent 
$ 150.00 
85.00 
100.00 
125.00 
90.00 
90.00 
55.00 
90.00 


785.00 


7th to 11th 
year 

$ 175.00 
110.00 
110.00 
140.00 
110.00 
110.00 
75.00 
100.00 





$ 930.00 
$11,160.00 


7-11 years 
$ 400.00 
270.00 
100.00 





$ 770.00 
$9,240.00 


7-11 years 
$11,160.00 
9,240.00 


$20,400.00 


2,040.00 





TABLE III 
PRESENT SCHEDULE OF STORE RENTALS 
August 30, 1935 
Lease 
Store Address Occupant Front Area Expires 
No.1 1000 &E. 82nd Tavern 20’ 1200’ 2-29-36 
No. 2 1002 E. 82nd Grocer 14’ 840’ 1-31-36 
No. 3 1004 &E. 82nd Butcher 16’ 960’ 10-31-36 
No. 4 1006 E. 82nd Bakery ?’ 1350’ 11-30-37 
No. 5 1008 &E. 82nd Barber 17’ 1020’ 9-30-35 
No.6 1010 E. 82nd Shoe Repair 14’ 840’ 10-31-35 
No. 7 10101, E. 82nd Jeweler 3° 649’ 5-31-36 
No. 8 1012 E. 82nd Confectionery 14’ 784’ 5-31-36 
eat a UI ak og 5 5 ee oo. 5-010 9 a'0-0id 00.9 $b BG wie oth Selowee ews $ 
ee RE oS 0 <5 ce bb oie, bead. k's 004 bab ale 6S 0 1b,6 big o-mye m8 $9,420.00 
TABLE IV 
ANTICIPATED FUTURE INCOME SCHEDULE For STORES 
2nd to 6th 
Store 1st year year 
NM con cis cep Go alaiaiehaa Sinteed Sha eee $ 150.00 $ 165.00 
No. Bm vee ooh ard hp ahaa ibe eee ie & Bok.c tN as 85.00 100.00 
EIN tie Ce et ee Ne oak eee oie 100.00 100.00 
ee re ere re 125.00 125.00 
Mere P Phe Scone sa. cig ie arama sews RES 90.00 100.00 
SHI ers nS ys 6 wa pais x ees kee KS 90.00 100.00 
ee rt ae dae oe eters 55.00 65.00 
RNS TR ae CURE Gaba rary ret 90.00 100.00 
rk reer or $ 785.00 $ 855.00 
I I aac ae cale-c ome ye acd $9,420.00 $10,260.00 
TABLE V 
ANTICIPATED FUTURE INCOME SCHEDULE FOR APARTMENTS 
1st year 2-6 years 
10: Srooin: Amie, -@. SES G0 nok cc ivceseces $ 325.00 $ 375.00 
OS - ANe, Oe TOO oo ka escent aa este ese 225.00 255.00 
2 Dome. Bate: OP BAO GO oso hic cess 80.00 90.00 
TE NE: oo 5 phase ace ba gS 0 ie re hcoie all $ 630.00 $ 720.00 
RONNIE cS si.c 0S plepriieg ok sian a'p o avale rae lee $7,560.00 $8,640.00 
TABLE VI 
COMBINED FUTURE ANTICIPATED INCOME STREAM 
1st year 2-6 years 
Ge hee kas og eds ths aaals 65 $ 9,420.00 $10,260.00 
III = 5% 65 4.535 .b:0 cvanie's & eels bee ek Oe 7,560.00 8,640.00 
RINE: cis 15t 6 b Wid Mids iash 6 Kees bao era $16,980.00 $18,900.00 
Less 10% Vacancy and rent loss (except Ist 
eg eS aA PSE rare ees: creel 849.00 1,890.00 
Effective Gross Income............... $16,131.00 $17,010.00 


$18,360.00 
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TABLE VII 


OPERATING STATEMENT 


Rental Value 100% occupancy 
Vacancy & Rent Loss 


Effective Gross Income 
Operating Expenses: 


Electricity 
Street Lights 
Shades & Decorating 
Janitor 
Janitor Supplies & Miscellaneous...... 
Repairs 
5% Management Fee 


Total Operating Expense 

Net Operating Income 
Other Expenditures: 
Taxes (@ 7.20) 


Insurance (See schedule Table VIII)...... 


Reserve for replacements (See schedule 


Table IX) 


Total Other Expenditures 
Net Income to Property.............. 


The reduction in electricity bill . is 
brought about by the removal of the cen- 
tral refrigeration plant and installation 
of separate electric refrigerators in each 
apartment. This involves a re-wiring job 
and the estimate for such work is: 


NE Bog oo char Aven bia swawees $1,500.00 
pe err Serer 1,800.00 
<2 Se en pe ering er mere $3,300.00 


This item has been deducted from cap- 
italized value of the building as its ex- 
penditure was required in order to pro- 
duce the income and expense statements 
contained herein. Please note that elec- 
tricity bills must be paid for by owners 
until present leases expire. The drop in 


electricity bills has been caused by my pro- 
posed arrangement to have tenants as- 
sume them. 














1st year 2-6 years 7-11 years 
$16,980.00 $18,900.00 $20,400.00 
849.00 1,890.00 2,040.00 
$16,131.00 $17,010.00 $18,360.00 
1st year 2-6 years 7-11 years 
$ 1,360.00 $ 1,300.00 $ 1,300.00 
250.00 250.00 250.00 
600.00 600.00 600.00 
700.00 100.00 100.00 
235.00 235.00 235.00 
800.00 910.00 969.00 
1,260.00 1,320.00 1,320.00 
150.00 150.00 150.00 
250.00 250.00 250.00 
806.00 876.00 946.60 
$ 6,351.00 $ 5,991.00 $ 6,120.00 
$ 9,780.00 $11,019.00 $12,240.00 
$ 2,050.00 $ 2,255.00 $ 2,480.00 
602.00 602.00 602.00 
468.00 468.00 468.00 
$ 3,120.00 $ 3,325.00 $ 3,550.00 
$ 6,660.00 $ 7,694.00 $ 8,690.00 
TABLE VIII 
INSURANCE DelAul. 
PO bm saekaes $50,000.00 $528.00 
Tornado ...<.. 30,000.00 36.00 
ae ae 10,000.00 $20,000.00 38.00 
in ies 36 5a Kee a Ba ee oak $602.00 
TABLE IX 
ANNUAL RESERVE FOR PERIODICAL REPLACEMENTS 
WM 2 otek cleans ee teak eee ee $ 55.00 
8. ics Sco ac hae ane Sai LS 150.00 
GONE TI Go on cite eet o Ve eaten 63.00 
PN IPI os 55 3iss. 4 G0 ckle s Bs wiS Ohad 100.00 
Plumbing, Electric, and other equip- 
WE 8G. a case Sous cAbawe isan Geeurnce 100.00 
SAP EEE,. 4 vs vis Kacbnesae eka cceemeras $468.00 


Because of the fact that there appears 
to exist a slight over-improvement and by 
the process of assuming the erection of a 
hypothetical building on the site, I have 
been able to arrive at a land value, I con- 
sider the proper method of approach to 





464 





Tue Journat or THe AmeRIcAN INstiTUTE oF Reat Estate APPRAISERS 





be the “Building Residual,’ which has 
been used in this appraisal. 

I have carefully checked the history of 
the property under appraisal and find that 
for the past few years, it has not been 
well-managed and consequently has not 
produced a satisfactory income. The op- 
posite side of the street is producing a far 
greater rental return and has among its 
tenants several chain stores. This build- 
ing, however, taken as a whole, has always 
had better than average occupaucy. 

The building has. been rather expensive- 
ly constructed but such construction will, 
in my opinion, increase its rentability. 

The monopolistic character of the small 
business zone of which this property is a 
part, should help to maintain the antici- 
pated rent schedules used herein. 


MARKETABILITY 


Under present market conditions prop- 
erties of this type do not find a ready 
market at a fair price. However, it is 
my opinion, from a thorough study of the 
factors pertaining thereto, that the prop- 
erty could not be readily sold at a price 
much in excess of $80,000.00. 

The only recent sale found in the imme- 
diate neighborhood is a brick apartment 
building at No. 8127-37 Ellis Avenue. 
This building contains 32 apartments; 18 
4-rooms, 12 3-rooms and 2 basement apart- 
ments. This property has recently been 
sold on a bond holders liquidation sale at 
$75,000.00 cash. This is not a comparable 
property as it is purely residential in 
character. 


CONTINGENT LIABILITIES AND LIMITING 
CONDITIONS 


In making this appraisal, it is assumed 
that the land is vested with a good and 
merchantable title and that it is free and 
clear of all encumbrances. It is further 


assumed that there are no encroachments 
or overlap of bounderies. 

All of the data used in compiling this 
report were furnished me from sources 
which I consider reliable and were, so far 
as possible, checked by me. Their correct- 
ness, however, is not guaranteed. 

It is assumed that the property will be 
competently managed during the remain- 
ing economic life of the building. 

The value reported applies to the com- 
plete property as a unit and is not appli- 
cable if used in a summation appraisal 
with other figures. 

Your appraiser assumes no responsibil- 
ity for matters of a legal nature. 

No survey has been made of this prop- 
erty at the instance of your appraiser. 

No assessments of any nature are found 
encumbering the property. 


ASSESSED VALUATION 


The property is assessed for taxation 
purposes at the present time as follows: 


SEPP TIRE Cr ies Pee E opt $. 9,022.00 
PENNE, onc 2s Serene as eta. cae ms 55 19,463.00 
ENE ook ohn tos sb bsg pea nea $28,485.00 


It is well-known among appraisers that 
assessments for taxation purposes do not 
offer a reliable guide to actual values. In 
this community, however, it is generally 
considered that the assessed value is ap- 
proximately 37% of the full cash value. 
This procedure gives us a resultant figure 
of $76,986.00. 


ANALYSIS AND CONCLUSION 


After having made a thorough and de- 
tailed analysis of the subject property 
and the various factors governing its 
value, I have concluded that the value esti- 
mates contained herein are sound and cor- 
rect. 

The fact that under present conditions a 
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new building of this character would not 
earn a sufficient income to return a fair 
interest on the investment renders the 
probability of competitive construction 
rather remote. 

The economic conditions at this time, in 
my opinion, warrant the use of the inter- 
est rates used in arriving at the conclu- 
sions contained in this report. 

In arriving at these conclusions, I have 
been governed to some extent by the opin- 
ions of real estate brokers, trust company 
officials, other appraisers, residents of the 
area, tenants, and others with whom I 
have consulted during the course of my 
investigations. 

The rate of growth of the area, com- 
bined with the ability of the residents to 
pay rents, will in my opinion, fulfill the 
income estimates contained herein. The 
market value, as used in this report, is the 
amount of money which a purchaser would 
be justified in paying for the property. 


CERTIFICATION 


I hereby certify that I have carefully 
inspected the property under appraise- 
ment; that to the best of my knowledge 
and belief, the statements and opinions 
herein contained are correct, and subject 
to the contingent conditions mentioned. 

In my opinion, the market value of the 
property, as of August 30th, 1931, subject 


¢ 


to the contingent conditions stated herein, 
igs 


NINETY-TWO THOUSAND FIVE 
HUNDRED DOLLARS 
($92,500.00). 


JOHN B. GREEN, M.A. I. 


QUALIFICATIONS OF APPRAISER 


Fourteen (14) years active experience as a real 
estate broker. 

Twelve (12) years active experience as a real 
estate appraiser. 

Member of the American Institute of Real 
Estate Appraisers. 

Member of Florida Chapter No. 2 of the Amer- 
ican Institute of Real Estate Appraisers. 

Member of St. Petersburg Realty Board. 

Has held the following offices in real estate 
organizations: 

President, St. Petersburg Realty Board, 

Vice President, Florida Association of Real Es- 
tate Boards, 

Director, National Association of Real Estate 
Boards. 

Has done appraisal work for: 

United States Treasury Department, 

Home Owners Loan Corporation, 

Reconstruction Finance Corporation, 

The Florida National Bank & Trust Company, 

The Chicago Title and Trust Company, 

The Cleveland Trust Company, 

The First Federal Savings and Loan Association 
of St. Petersburg, 

The St. Petersburg Federal Savings and Loan 
Association. 

Has conducted real estate appraisal classes for 
the St. Petersburg Realty Board. 
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An Appraiser’s Affidavit 


IN THE MANNER OF EUGENE O’NEILL 
IN “THE STRANGE INTERLUDE” 


By WoopBy X. PERT 


Mr. Woodby X. Pert, being duly sworn on 
oath, deposes and states: (and thinks): 

—THAT he is an assistant Vice-Presi- 
dent of the Allied International Engineer- 
ing Construction Valuation and Manage- 
ment Corporation of America, (which title 
is in fact meaningless and carries with it 
no executive responsibility whatever; and 
that in reality he is just an office clerk in 
one of the Company’s Departments, the 
title being conferred upon him in order 
that he might sign reports for the Officers 
of the Company when they wanted to 
leave early to play golf). 

—THAT he has been continuously in 
the employ of said the A. I. E. C. V. & M. 
Corp. of A. for the past 18 years, (except- 
ing for the period of 15 years and 8 
months from June 1917 to February 1932, 
during which time he was first serving in 
the United States Army; thereafter work- 
ing as a street car conductor, canvasser, 
bond salesman, filling station attendant, 
and grocer’s clerk). 

—THAT he is by education and experi- 
ence qualified as an engineer, (having 
taken 3 years of a course in a Boys’ Tech- 
nical High School; enrolled in an Engi- 
neering Course in the National Consoli- 
dated Correspondence School and kept up 
with it until he became too busy with 
other matters; and worked in a garage 
for some months during which, in addi- 
tion to changing oil and tires, he some- 
times held the lamp and tools for the me- 
chanic while engaged on many important 
repair assignments). 

—THAT said, the A. I. E. C. V. & M. 


Corp. of A. made an investigation of the 
property of Elaborate Hooey and Com- 
pany under date of August 15, 1935, and 
that he was in direct personal charge of 
said investigation, (having actually in- 
spected the property one evening between 
trains as he was passing through the city, 
although it was too dark to see much and 
the plant was closed for the day which 
prevented his going inside). 

—THAT, based upon such personally 
directed investigation, it is his opinion 
that the property of Elaborate Hooey and 
Company was designed for manufacturing 
purposes and could be successfully oper- 
ated as a Baloney Factory, (provided 
some of the existing structures were torn 
down and rebuilt along different lines, a 
power plant installed, and a desirable 
source of water located; and further, pro- 
vided the parties desiring to so operate 
the property had some prospects of get- 
ting a sufficient volume of business in view 
of the three other similar enterprises now 
serving the market and all reported to be 
losing money). 

-——THAT he has, as the representative 
of his Company, appraised the property 
of said Elaborate Hooey and Company, 
consisting of land, buildings and struc- 
tures, and machinery and equipment, but 
exclusive of materials and supplies, mer- 
chandise inventory, and other items of 
working capital; also exclusive of any con- 
sideration of goodwill, rights, processes, 
trade agreements, or other intangible 
property, said appraisal being made 
upon the basis of the value of such 
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property to a going, operating, continu- 
ing, profitable concern capable of utilizing 
such assets as they now exist to their full 
extent and assuming experienced and com- 
petent management, (but that in his opin- 
ion the figures which have been furnished 
to him as purporting to have! been devel- 
oped from the property in question reflect 
no consideration of the actual possibilities 
for use of the property and are not in any 
manner discounted for the expenditures 
which might be required in reconstruction 
and rehabilitation—and are_ therefore 
worthless). 

—THAT he has made no estimate as to 
the working or other capital requirements 
that might be essential to bringing about 
a condition of profitable operation, (al- 
though in his judgment it would be much 
cheaper to buy more desirable land and 


sd 


build a plant, preferably in another city 
entirely). 

—THAT the appraisal so prepared de- 
velops a total cost of reproduction less de- 
preciation of ONE MILLION ONE HUN- 
DRED ELEVEN THOUSAND DOL- 
LARS AND ELEVEN CENTS ($1,111,- 
000.11), (and that he can understand 
where the. eleven cents may be found, or 
even perhaps the $111,000.00,—but that 
the One Million is beyond him). 

—THAT he has no interest, financial or 
otherwise, in the property nor in the pro- 
posed financing; nor is he concerned in 
any other manner in the results or uses 
of the appraisal, (and that he is tickled to 
death he hasn't; he doesn’t want any; and 
fervently hopes that this statement will 
be the last time he will ever hear about it). 

—FURTHER,—Deponent saith not. 




















SURVEY OF HOUSING FACILITIES IN 


and housing units from 1915-1934, 

inclusive, establishes a growing 
shortage of homes, with an increasing de- 
mand which will tend to raise rents and 
give an impetus to new construction. 
Fifty-five per cent of housing units are 
over 20 years old. Reports show average 
vacancy of 3.8 per cent. 

When I assumed the Presidency of the 
Detroit Real Estate Board it was apparent 
to me at the outset that some study should 
be made that would furnish intelligent 
information regarding the housing situa- 
tion. 

At the outset I wish to state that I am 
not expressing my own opinions or ideas, 
I am only expressing the facts as I find 
them. 

In making this study the writer realizes 
that the necessity for housing facilities 
is based primarily upon the increase in 
population, marriage licenses, and stand- 
ards of living. In our American cities 
the population and economic conditions 
have a very important effect upon the 
housing situation. If there is a shortage 
of homes, crowding results, and exorbi- 
tant rates are charged by inexperienced 
owners. If there is an over supply of 


\ NALYSIS of population, marriages, 


Comment and Discussion 


DETROIT INDICATES NEED OF HOME BUILDING 


housing units, the carrying cost causes a 
loss to the owner and, due to insufficient 
experience, he reduces the rents because 
of financial circumstances, causing an un- 
healthy market. A small portion of 
vacancies in housing units is, of course, 
necessary to provide for normal increase 
in the population, number of marriages, 
or better standards of living. 


COMPLETE ANALYSIS SINCE 1915 


The keeping of records by the Depart- 
ment of Buildings of the City of Detroit 
was started in 1878. In 1915 a com- 
plete analysis was made and since that 
time was kept of all the housing units and 
the records showed the following: 


Housing unite, 1915 total. ........ccisccives 169,300 
Built from 2986 to WIS... ...< oc cseccscsce 51,123 
Beit: Ghee, BHO. Ge BOG os. ona sic ecczcccte 77,980 
BORA TVG TOs OW Bees vnc sch canesecs 96,519 

vy ae ert” 394,922 
Built from 1930 to 1984... .......cscsse0 7,205 

ee ee re ee 402,127 
Housing units wrecked from 1928 to 1934. 1,643 
Jan. 1, 1935, Total Housing Units........ 400,484 


Table I shows the age and percentages 
of housing units. 


TABLE I—ANALYSIS OF AGE AND NUMBER OF HOUSING UNITS 












































20 YEARS 15 YEaRs 10 Years 1-5 YEARS 
Type oF Buitpine | No. or Totat | Per 
B.pgs. Per Per Per Per Cent 
No. Cent No. Cent No. Cent No. Cent 
Single Dwellings. ... . 181,594 | 98,865 | 54.5 | 37,117 | 20.4 | 40,726 | 22.5 4,886 | 2.6 | 181,594] 45 
Two Families....... 56,204 | 70,510 | 62.8 | 15,662 | 13.9 | 24,692 | 21.9 1,544 | 1.4] 112,408 | 28 
Apartments.........| 18,776 | 49,405 | 46.4 | 25,201 | 23.7 | 31,101 | 29.3 775 .6 | 106,482 | 27 
Total..........| 251,574 | 218,780 | 55.0 | 77,980 | 19.47) 96,519 | 25.52) 7,205 .01| 400,484 | 100 
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SUPPLY AND DEMAND 


Supply and demand regulate the price 
of everything, whether it is real estate or 
commodities of any kind. Rental prop- 
erty for residential purposes, especially 
in the City of Detroit, was never predomi- 
nant over home ownership because it 
offered one of the poorest investments for 
private capital. The tenant demands 
much and returns little, generally leaving 
the property in ruin. 

On account of unemployment and high 
taxes, hundreds of purchasers of homes 
on land contract defaulted in their pay- 
ments and foreclosure proceedings were 
started, therefore decreasing the value of 
homes to such an extent that it was 
cheaper to rent than to own homes, the 
tenant practically set his own rent, and 
the owner or agent was forced to accept 
whatever was offered. 

Conditions are now changing. Vacan- 
cies are decreasing and rents are increas- 
ing materially but today are still 30 per 
cent to 40 per cent below the peak of 1929. 
Rents will go up as demand forces them 
to a much more equitable rate, which the 
owners are entitled to. 


BUILDING INDUSTRY 


Recent quotations by economists and 
statisticians have stated that business 
conditions throughout the country are 
almost back to normal, except the building 
industry. It has also been stated that 
general business conditions will not again 
be normal until such time as the durable 
good business returns or improves. 

In the City of Detroit it has been as- 
sumed that from 23 per cent to 25 per 
cent of our working population were en- 
gaged during normal times in the building 
industry. 

We are all desirous of a quick return 


of the building industry and, from a study 
of the housing situation, it is plainly evi- 
dent that the building of homes is now 
necessary in the City of Detroit. 

A survey of the housing units in De- 
troit shows that 55 per cent are over 20 
years old, 19.4 per cent 15 years old, 25.5 
per cent 10 years of age, and from 1 to 5 
years of age approximately 1 per cent. 


POPULATION 


The population of the City of Detroit 
showed a steady increase from the year 
1928, when it was one million. In 1929 
it was 1,600,000, and then it dropped dur- 
ing the years 1930, 1931 and 1932; and 
during the years 1933 and 1934 it in- 
creased approximately 80,000, which 
shows that the population is on the up- 
ward trend. 


PERCENTAGE OF MARRIAGE LICENSES TO POPULATION 


Marriage Per 
Year Population Licenses Cent 
1910 465,766 6,618 1.4} 
1911 501,138 6,992 1.3 | 
1912 558,928 8,431 1.5}1.6% 
1913 571,464 10,874 1.9} 
1914 595,000 11,712 1.9) 
1915 673,498 12,256 1.8) 
1916 568,746 15,130 2.2 | 
1917 734,562 16,814 2.211.88% 
1918 870,000 12,438 1.4} 
1919 925,000 17,293 1.8} 
1920 997,739 20,514 2.0) 
1921 100,000 16,112 1.6 | 
1922 100,000 17,460 1.7}1.8% 
1923 100,000 21,030 2.1] 
1924 120,000 19,991 1.6} 
1925 124,200 22,132 1.7) 
1926 130,000 19,656 1.2| 
1927 145,000 16,883 1.1}1.22% 
1928 1,565,000 17,863 1.1] 
1929 1,634,000 17,946 1.0) 
1930 1,568,662 13,082 8) 
1931 1,527,604 13,178 8 | 
1932 1,430,552 12,418 8} 92% 
1933 1,483,274 14,079 9| 
1934 1,500,000 19,564 1.3} 


The records of the County Clerk’s office 
for marriage licenses in the County of 
Wayne from 1910 to 1934 show the lowest 

















CoMMENT AND Discussion 


473 








number of marriage licenses in 1910, 
when there were 6,618, but it steadily in- 
creased until it reached a peak of 22,132 
in 1925 and then dropped to the low in 
1932 of 12,418. It then increased in 1933 
to 14,079 and to 19,654 in 1934. 

Using the factor of 4.14 for the average 
family and housing units of 400,484 will 
result in a hypothetical answer for hous- 
ing facilities for 1,658,003 population 
(considering that every house unit is 
habitable and usable), or units in excess 
of 38,116. Breaking this down further 
into percentages of different kinds of 
units gives Detroit a vacancy and units- 
for-sale as follows: 


45% 17,174 Singles or 4.3% 
28% 10,685 Two Families or 2.6% 
27% 10,307 Apartments or 2.6% 





38,116 


With these facts before us and practic- 
ally no housing erection for five years, 
delayed marriages and marriage licenses 
increasing, population and employment 
increasing, I cannot see how any student 
of the housing situation cannot agree that 
we will be facing a housing shortage soon, 
if not at present. 


REPORT ON DETROIT HOUSING SITUATION 
AS OF May 1, 1935 


The impending housing shortage in De- 
troit, based on a compilation of facts for 
the years 1910 to 1934, inclusive, has ad- 
vanced a step nearer the acute stage since 


that time, according to figures compiled 
for the first four months of 1935. 

Reports received from approximately 
the same list of large property manage- 
ment companies to whom questionnaires 
were submitted indicate a vacancy in 
properties for rent or sale of 2.3 per cent, 
or a decrease of 1.5 per cent since January 
1, 1935. 

A comparison of the figures of the pre- 
vious survey with those of May 1, 1935, 
is shown in Table II. 

Actual reports received from several 
large real estate offices are as follows: 


Apartment buildings reporting..... 239 
Total units in apartments......... 4,222 
ApaFtMONhS VOORME: ...o0s ssc cnsess 107 
Percentage of apartments vacant.. 2.5% 
Single houses reporting........... 8,158 
Single houses vacant.............. 372 
Percentage of houses vacant....... 4.5% 
Total apartments and single dwell- 

ETS PSA, SP ete ee ee eee 12,380 
go isso oa ewe tencaxes 479 
Total vacancies in percentages.... 3.8% 


All reports stated vacancies had decreased in 

1934 from 8% to 85%. 

All reports stated rentals were increased in 

1934. 

All reports indicated contemplated rental in- 

creases in 1935. 

Among those submitting reports as of 
May 1, 1935, three companies stated that 
there were no vacancies in 34 apartments 
of 588 units; two reported no vacancies 
in 83 flats of 200 units; three had no 
vacancies in single homes, 338 of which 
they had under their management, and 
two reported only one vacancy in 549 and 
103 singles, respectively. 

















TABLE II 
No. or BurItp1nes No. or Units No. or Units PERCENTAGE 
Type oF BuILDING VACANT Vacant 
JAN. 1 May 1 Jan. 1 May 1 Jan. 1 May 1 Jan. 1 May 1 
Apartments. . 239 201 4,222 3,758 107 106 5% 2.8% 
Flats (2 to 4 family). ab sa Seen 3,734 ee 8,573 eos dee Senet 2.2% 
Single Houses. . eee a 5,005 8,158 5,005 372 108 4.5% 2.16% 
Oe 8,940 12,380 17,336 479 403 3.8% 2.3% 
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The effect of the housing shortage is 
reflected in the steady increase of rentals 
since January 1, 1935, reported by these 
same companies, ranging from 8 per cent 
to 21 per cent, or an average of 15 per 
cent. 

TWo IMPORTANT FACTORS 


To obtain a proper perspective of the 
trend in the housing situation, two im- 
portant factors should be considered in 
relation to the growing shortage of hous- 
ing facilities—the marriage rate and the 
number of new housing units constructed. 
As pointed out in the previous report 
there has been a steady increase of mar- 
riage licenses issued in Wayne County 
during the past three years. In 1932, 
there were 12,418 licenses granted; in 
1933, there were 14,079 and 19,564 in 
1934. For comparison the following fig- 
ures for the first months of these years 
with the same period in 1935 is interest- 


ing: No. of Li- 
Year censes Issued 
UES To koe ndloras Gi kie Kanhe’s a a cas 3,734 
a ssa ne Gieso Ge A Since wo 3,288 
BNE Sore a heave iat diaih simiSiare@ aed a ce 6,020 
MONEY Sih rsta sao ets oA Bin ws oresd doke he od 6,006 


It is fair to assume that this year there 
will again be in the neighborhood of 19,- 
000 to 20,000 marriages, and assuming 
that one-half of these new families will 
need separate housing facilities, it will 
mean that 9,000 to 10,000 housing units 
will be required to take care of 50 per 
cent of them. 


BUILDING PERMITS INCREASE 


The Department of Buildings of the 
City of Detroit reports permits issued 
from January 1, 1935, to April 20, 1935, 
for 346 new housing units, as compared 
with 123 in the same period in 1934, or 
an increase of 223 housing units. How- 
ever, it must be taken into consideration 
that during these four months there were 
274 housing units wrecked. Therefore, 
in this period there were provided only 
72 additional housing units in the entire 
city. 


THOMAS P. DANAHEY, President, 
Detroit Real Estate Board. 
Detroit, Mich., May, 1935. 














New Members 


ADMITTED TO THE GRADE OF MEMBER 


CLOICE D. CARLL, LOS ANGELES, CALIF. 
Born in Trenton, Mo.; Appraiser for the City of 
Los Angeles, Dept. of Water and Power; Member 
Glendale Realty Board; professional territory 
covers Southern California, The Owens River 
Valley, and the Mono Lake Basin in East Central 
California; 8 years’ experience in the appraising 
of real estate; 3 years active experience in the 
real estate brokerage field in Southern California; 
holds civil service rating as Real Estate Ap- 
praiser; 5 years’ experience as Contractor and 
Builder; Graduate of the short course in property 
valuation and condemnation procedure of the Uni- 
versity of Southern California; completed the Los 
Angeles Board’s course in the Economic Approach 
to Property Valuation 

LOUIS B. BEARDSLEE, CHICAGO, ILLINOIS. 
Born in Mt. Vernon, Ohio, in March, 1882; Vice 
President and member, Board of Directors, Chi- 
cago Real Estate Board; Vice President, Int. Fra- 
ternity Lambda Alpha; owner and manager, Louis 
B. Beardslee & Co.; Chairman, Industrial Prop- 
erty Division, Chicago Real Estate Board; man- 
ager, Hall Industrial Building and 14-20 North 
Sangamon Corporation property; active member, 
Chicago Real Estate Board; professional territory 
covers U. S. A.; lecturer and author; attended 
Notre Dame, 1895-1898; has been active in the 
sale, lease, and appraisal of properties for over 
thirty years; has served for several years on Ap- 
praisal Committee of Chicago Real Estate Board, 
valuing different types of property; made ap- 
praisals of 217 separate parcels of commercial, 
residential, and apartment properties for Chicago 
Rapid Transit Company; appraised all properties 
on Clinton, Jefferson, Desplaines, Harrison, Polk, 
Taylor, and Roosevelt Road of various types for 
City of Chicago; twenty-five years experience in 
appraising real property; qualified in Court as 
an expert on the values of industrial properties; 
has appraised for First National Bank, Harris 
Trust & Savings Bank, Central Republic Trust 
Co., and other financial institutions. 

NEWTON C. FARR, CHICAGO, ILLINOIS. 
Born in Chicago, Illinois, in 1887; Senior Partner, 
Farr & Co.; Trustee, Edith Rockfeller McCormick 
Trust; Vice President and Trustee, A. B. & M. 
Liquidation Corporation; Trustee, State and 
Washington Bldg.; Trust Mgr., Park Shore Prop- 
erties; Trustee, Fairfax Hotel; Active Member 
and Past President, Chicago Real Estate Board; 
former Chairman, Brokers Division, N. A. R. E. B.; 
President Chicago Better Business Bureau, 1931; 
Memter, Executive Committee, Chicago Associa- 
tion of Commerce; Chairman, Chicago Recovery 
Administration; Secretary, Committee on Public 


Expenditures; Trustee, Civic Federation; Vice 
Chairman, Chicago Committee, F. H. A.; Treas- 
urer, Y. M. C. A. of Chicago; professional terri- 
tory covers Chicago and Cook County; Graduate, 
Civil Engineering, Cornell University, 1909; 
served as Engineer with Raymond Concrete Pile 
Co., 1909-1912; lecturer and author; twenty-three 
years’ experience in appraising real estate, in- 
cluding the valuation of all types of properties 
typicaily found in metropolitan areas; qualified 
in Court as an expert on the values of all classes 
of real estate; has appraised properties for vari- 
ous financial institutions; engineering and con- 
struction experience covers foundations, docks, 
and miscellaneous buildings; actively engaged in 
general brokerage business since 1912. 

ARTHUR B. HALL, CHICAGO, ILLINOIS. 
Born in Mt. Vernon, Ohio, in March, 1881; partner, 
Hall & Ellis; Director, Harris Trust & Savings 
Bank; Director, La Grange State Trust & Savings 
Bank; Trustee, La Salle Extension University; 
Trustee, University of Chicago; active member, 
Chicago Real Estate Board; Professional territory 
covers Chicago metropolitan area; Yale Uni- 
versity, 1902; completed courses in Real Estate 
Law and Real Estate Practice in Central Y. M. 
C. A. School, Chicago; continuously engaged in 
real estate business in Chicago for thirty-three 
years; appraisal experience includes the valua- 
tion of all types of properties typically found in 
metropolitan areas with special emphasis on cen- 
tral business properties; licensed Real Estate 
Broker; qualified in Municipal, State, and Federal 
Courts as an expert on the values of central busi- 
ness properties; has appraised for the General 
American Life Ins. Co., the Northern Trust Com- 
pany, the National Bank of the Republic, and 
other financial institutions. 


PAUL C. LOEBER, CHICAGO, ILLINOIS. Born 
in Watertown, Wisconsin, in May, 1880; Senior 
partner, Paul C. Loeber & Co.; Managing Trustee, 
Leight Trust; active member of Chicago Real 
Estate Board; professional territory covers cen- 
tral business district and industrial sections of 
Chicago; author and lecturer; thirty years’ ex- 
perience in the valuation of real estate, including 
the appraising of industrial, commercial, office 
buildings, and apartment properties; thirty-seven 
years’ experience as a licensed Real Estate Broker 
in Illinois; qualified in Court as an expert on all 
kinds of real estate values; has appraised for in- 
surance companies and other financial institutions. 

FRANCIS E. MANIERRE, CHICAGO, ILLINOIS. 
Born in Chicago, Illinois, in 1884; active member, 
Chicago Real Estate Board; professional territory 
covers loop district of Chicago; B.A. Degree from 
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Yale, 1907; twenty-seven years’ experience in the 
appraisa! of real estate, including the valuation 
of all types of properties typically found in metro- 
politan areas; has appraised properties for banks, 
trust companies, and other financial institutions; 
member and owner of Cooper-Winston-Manierre 
Trust, which builds and operates properties on 
North Shore in Chicago. 

HYDE W. PERCE, CHICAGO, ILLINOIS. Born 
in Baltimore, Maryland, in October, 1871; active 
member, Chicago Real Estate Board; professional 
territory covers Cook County, Illinois; Chairman, 
Appraisal Committee, National Life Ins. Co. for 
Court to value all assets; in charge, Real Estate 
Dept., Continental Commercial group of Banks in 
1917-18; appraiser and expert witness, Board of 
Education, City of Chicago; Chairman, Valuation 
Committee, Chicago Real Estate Board; appraiser 
and expert witness, Metropolitan Elevated R. R. 
in Eminent Domain Cases; forty-five years’ ex- 
perience in appraising real property, including the 
valuation of all types of properties typically found 
in metropolitan areas; qualified in Court as an 
expert on the values of all types of real estate; 
has appraised properties for National Life Ins. 
Co., Chicago Title & Trust Company, and other 
financial institutions. 

LESTER W. PORTER, CHICAGO, ILLINOIS. 
Born in Chicago, Illinois, in June, 1884; Vice Presi- 
dent and Treasurer, Hodge, Nicolson & Porter, 
Inc.; Vice President, Chicago Industrial Appraisal 
Co.; past President of Chicago Real Estate Board; 
member, Executive Committee, Industrial Prop- 
erty Division, N. A. R. E. B.; professional terri- 
tory covers Chicago industrial district; thirty-five 
years’ experience in appraising real property, in- 
cluding the valuation of industrial, railroad, resi- 
dential, apartment properties, etc.; qualified in 
Court as an expert on the values of various 
classes of real estate; has appraised properties 
for the Continental Illinois Bank, First National 
Bank, City National Bank, and other financial in- 
stitutions. 

GILBERT H. SCRIBNER, CHICAGO, ILLINOIS. 
Born in New Rochelle, New York, in October, 
1890; Senior Partner, Winston & Co.; Director, 
Building Managers Assn. of Chicago; Director, 
National Boulevard Bank; Director, Terminal Na- 
tional Bank of Chicago; Director, Midland Ware- 
house & Transfer Co.; Director, Chicago Junction 
& Terminal Bldg. Co.; Director, Executive Com- 
mittee of Chicago Real Estate Board; professional 
territory covers metropolitan area of Chicago; 
Graduate of Yale University; more than eighteen 
years’ experience in appraising real estate, includ- 
ing the valuation of all types of property typically 
found in metropolitan areas; qualified in Court as 
an expert on the values of various types of real 
estate; has appraised properties for various life 


insurance companies and other financial institu- 
tions. 


PAUL STEINBRECHER, CHICAGO, ILLINOIS. 
Born in Chicago, Illinois, in 1879; active member 
and past President of Chicago Real Estate Board; 
in real estate business since 1908 and on his own 
account since 1911; engaged in general real estate 
brokerage, management, and appraisal; served as 
chairman of numerous real estate board commit- 
tees, including the Appraisal Committee; ap- 
pointed by U. S. Federal Judge in 1925 as one of 
three appraisers of downtown school properties 
to determine rentals on lease renewals and re- 
appointed in 1935 for same position; appraisal ex- 
perience includes the valuation of all types of 
properties typically found in metropolitan areas; 
professional territory covers Chicago and en- 
virons. 

J. MILTON TRAINER, CHICAGO, ILLINOIS. 
Born in Harrison County, Ohio, in October, 1867; 
partner, firm of Clark and Trainer, organized in 
1894, real estate dealers and builders, appraisers 
and financial agents; active member, Chicago 
Real Estate Board; professional territory covers 
Chicago and environs, New York City, Newark, 
N. J., Philadelphia and Pittsburgh, Pa., Cleveland 
and Toledo, Ohio, Detroit, Michigan, St. Louis and 
Kansas City Mo., and St. Paul and Minneapolis 
Minn.; forty years’ experience in the appraisal of 
real property; qualified in Court as an expert on 
all classes of real estate valuations; has ap- 
praised property for life insurance companies, 
savings, title & trust companies, and other finan- 
cial institutions; building and construction ex- 
perience in all branches of building trades in- 
volved in the construction of residences, apart- 
ment buildings, stores and lofts, manufacturing 
and warehouse, banks, and office buildings; ex- 
tensive real estate sales experience; appraisal 
experience includes the valuation of railroad and 
industrial properties, office buildings, bank build- 
ings, club properties, department store properties, 
leaseholds, apartment properties, residential prop- 
erties, etc. 

ALBERT H. WETTEN, CHICAGO, ILLINOIS. 
Born in Downers Grove, Illinois, in July, 1869; 
Director, Commonwealth Edison Company; Direc- 
tor, Chicago Title & Trust Company; Director, 
First National Bank; Trustee, Children’s Memorial 
Hospital; Trustee, Newberry Library; President, 
Chicago Real Estate Board, 1909; professional 
territory covers business district of Chicago; 
forty years’ experience in the appraisal of real 
property, including the valuation of all types of 
real estate typically found in metropolitan areas; 
qualified in Court as an expert on all types of 
real estate values; has appraised real estate for 
life insurance companies, savings, title & trust 
companies, and other financial institutions. 











Current 


The Accumulating Demand for New Construction. 
C. B. Louden. R. E. R. July 20, 1935, p. 26. 
$0.70. Includes an interesting chart of contem- 
plated work and contracts awarded from 1920 
to date. 

Apartment Group Study Experience Exchange. 
S. M. June, 1935, p. 19. $0.45. Income and 
expenditures for 174 apartment buildings in 
1934. 

Building Cost Index Numbers. E. H. Boeckh & 
Associates. N. R. E. J. July, 1935, p. 48. $1.20. 
National figures for residences, apartment build- 
ings, hotels, office buildings, commercial, and fac- 
tory buildings. 

Changing Construction Costs. E. H. Boeckh. R. 
A. R. September, 1935, p. 3. $0.55. By the 
author of Boeckh’s Manual of Appraisals. 

Construction Costs. Will They Go Up or Down? 
W. September, 1935, p. 8. $0.45. A symposium 
of opinions expressed by contractors and mate- 
rial men in the Westchester, New York, area. 

The Financial Record of 11 Limited Dividend 
Companies. R. E. R. August 17, 1935, p. 11. 
$0.70. Useful in checking cost and operating 
data of limited dividend housing projects 
against the record of apartment buildings not 
under the supervision of the state. 

The French Attack on the Housing Problem. 
Wells Bennett. J. L. E. August, 1935, p. 278. 
$1.45. “The public housing activities of post- 
War England and Germany stand first in per- 
formance, To the experience of these veterans 
France now adds her own chapter.” 

Here Is a New Field for Appraisers. W. L. Leigh- 
ly. R. E. June 8, 1935, p. 5. $0.30. Oppor- 
tunities for appraisers in real estate reorganiza- 
tions. 

Home Owners’ Loan Corporation Valuation Pro- 
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Articles 


$0.40. Mr. May is State Appraiser of the Mich- 
igan Agency of H. O. L. C. 

How to Determine the Capital Value. W. R. 
Kuehnle. R. E. June 29, 1935, p. 5. $0.30. Mr. 
Kuehnle is a frequent contributor of technical 
articles to the Journal of American Institute of 
Real Estate Appraisers. 

How to Make and How to Use an Operating Bud- 
get. W. J. Shea. B. & B. M. August, 1935, 
p. 32. $0.45. Of assistance in appraising income 
property. 

Improvement of Housing Standards to Reduce In- 
vestment Risk. F. H. L. R. July, 1935, p. 364; 
and August, 1935, p. 404. $0.30. A series of 
two articles defining the neighborhood standards 
essential to safety of investment. 

May Survey Shows 26% Average Office Vacancy. 
G. W. Klein. S.M. June, 1935, p. 8. $0.45. Na- 
tional Association of Building Owners and Man- 
agers survey shows office building occupancy in- 
creasing. This is the fourth successive gain. 

Relative Cost of Material and Labor in P. W. A. 
Building Construction. H. B. Byer. M. L. R. 
July, 1935, p. 117. $0.50. Interesting analysis of 
where the building dollar goes when spent by 
the Government. 

The Risk Rating of Mortgages. A. F. September, 
1935, p. 212. $1.20. A new system of rating 
mortgages developed by Frederick M. Babcock, 
M. A. I., under the National Housing Act. 

Simple System for the Making of Deferred Pay- 
ments. J. V. Collins. E. August 2, 1935, p. 4. 
$0.30. Mathematically inclined appraisers will 
find this solution interesting. 

Why Must, and How Does, the Price Level Rise? 
Ferdinand George. E. June 12, 1935, p. 4. $0.30. 
Economics in words of one syllable as applied to 











cess. A. A. May. R.E. &B. May, 1935, p. 11. the real estate market. 
-_ The full names of the magazines indicated by initials on these pages are given 
elow: 
* SAS hee ae Fee Pe eer ere er er ee rere ee ee Monthly 
B. & B. M. ..........Buildings and Building Management............. Monthly 
Eee Ee aor ep eres oe ree . Weekly 
ee TS eS Federal Home Loan Bank Review............. ..Monthly 
(Seer ees Journal of Land and Public Utility Economics....Quarterly 
M. . ORR, BOOP TO TIOW |. 666.0 occ cig caw sede vccccee Monthly 
N. SS yee SORCIOMes Deen! Metate  JOUFMSl... ...ccccicccscveccee Monthly 
iy RN eer Residential Appraisers’ Review.................4+. Monthly 
BS cn Spat beg Bie cs att I ni ir Bea cab dey bug eo te’ disse mew Sibi bie ee Weekly 
> & Sere Bees  Deeets. See Meine... .. .. . cove civercvescsice Monthly 
We BS Wats bee _ gg  " B RRR Orr rreetr Preyer a st Weekly 
8 <orrys Serres Skyscraper Management ...............+++- .....-Monthly 
WE Bind ke at oun de on SOE 6s. 6-9-0500 sb hens 6540-b0G.0%0 4048 Monthly 
Copies of the magazines in which these articles appear may be secured from the 
Library of the National Association of Real Estate Boards, 22 W. Monroe St., Chicago, 
Ill. The price listed includes the price ot the magazine and a small service charge for 
mailing and postage. Subscriptions may also be placed through the National Association. 

















ROSTER OF MEMBERS 


(Figures in parenthesis following names indicate the Certificate Number issued to each Member, and the order of election.) 


Birmingham ALABAMA 
John D. Chichester (228)...... 708 Jackson Bldg. 
De Ap ai ey | hee 220 N. 21st St. 
Harold M. Henderson (215)......... 2115 1st Ave. 
Chindide CALIFORNIA 
oo EE > & b Se ere ee 221 Arden Ave. 
Long Beach 
J. Mortimer Clark (50)......... 262 Lindero Ave. 
J. C. Hoffman (71).......307 F. & M. Bank Bldg. 
Pe ee TE ) ) ora 409 Security Bldg. 
ee OS Se > rr re Heartwell Bldg. 
Los Angeles 
Ralph Brashear (36)............ 4157 W. 57th St. 
David W. Bush Ae eee 616 O. T. Johnson Bldg. 
Ciotes: BD, Cari (E80) .c66ccvcces 5212 Loleta Ave. 
George H. Coffin, oh IS ol aa iica oases Ae SH A hase 
dc pemaieea Giese eo 408 Hollywood Security Bldg. 
Ayers J. duBois eit sia.ee ee 7079 Hollywood Blvd. 
Arthur L. Layden (104)...... 417 S. Norton Ave. 
Nathan H. Libott (84)..... 6253 Hollywood Blvd. 
Stanley L. McMichael (25)..6785 Whitley Terrace 
John W. Salmon (208)........ 2912 


Brighton Ave. 
ee eT SO eae 4100 E. 9th St. 
George L. Schmutz (192)..8703 Santa Monica Blvd. 
Charles B. Shattuck (110)..2510 S. Vermont Ave. 





Ivan A. Thorson (199)..... 500 Corporation Bldg. 

Fred E. Vincent (212)....... 3440 Winslow Drive 

Richard C. Willis (321)......... 2221 W. 21st St. 
Oakland 

W. S. Guilford (46) Athens Athletic Club..... 

pO Te RG ny SL ee ye 12th & Clay Sts. 

James G. Stafford (54)........ 5820 Presley Way 
Sacramento 

Mark Cheesman (189)....... ..2964 Govan Way 

PO ae TO > renee oo 809 J St. 

ee See MD TOOT)... ices eciosccas 809 J St. 
San Francisco 

George I. Noyes (295).......... 444 California St. 
Southgate 

Louis R. Ardouin (205)....... 2931 Willow Place 
South Pasadena 

Frank C. Wood, Jr. (326)...... 1601 Ramona Ave. 
Wilmington 

Thomas Francis Mason (151)............ Box 122 

CONNECTICUT 

Hamden 

Henry Musch, Jr. (157).......... 42 Thornton St. 
Hartford 

Joseph P. Kennedy (24)............. 720 Main St. 
New Haven 

Charles T. Lincoln (265).......... 205 Church St. 
Stamford 

Richard W. Fitch (231)............. 292 Main St. 
Waterbury 

George B. Horan (275)....... 115 Randolph Ave. 

DISTRICT OF COLUMBIA 

Washington 

ee Re ry ae ee rer ee 

ebb ep et eekoee Oa Federal zepoetnr: Administration 

Wan. -D.. Bee: (EOD) . wove cccccesctcines 

pa ieraien 30.8 Che (FHA) 3726 Connecticut Ave., N. W. 

Warren S. Dean (313) ay 1619) R. St. 

Leonard Downie (296).......... : AE oF ane 

Harold E. Doyle (82)... “dae isin St.. w. 

J. W. Graham (83>...... (FHA) Vermont & K. St. 


Ell] Wergason (343). .... osc ccece.s H. 0. L. C. Bldg. 
Joseph A. Herbert, Jr. (69). _ 15th St., N. W. 
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F. Eliot Middleton (280). 
Cuthbert E. Reeves hd ii H. O. ze © Rg 3 
R. Marbury Stamp (258) 1421 H. St., Ww. 
Charles H. Tompkins (337).1630 abbey Ave. 
Curtin Walmer ChOGD «04s veassceves Tower Bldg. 
Geo. P. Williams (387)..... 416 HB, 0. Is:-€. 





erence Bldg. 


Bldg. 


Fort Myers FLORIDA 

SEES os WOOE CEST) iF kckie wee asves 1112 Ist St. 
Jacksonville 

V. M. Covington (48)......... 1316 Graham Bldg. 


.2nd Fl. Buckman Bldg. 
..516 Professional Bldg. 


Louis R. Fendig (44)... 
Myron L. Howard (73). 





J. Alvin Register (4).......... 114 Graham Bldg. 

Bainbridge Richardson (59)..117 W. Forsyth St. 

Walter D. Shelly (217)...... 414 Greenleaf Bldg. 

i wR. Peekter, ge. CiS6).....«. 319 W. Forsyth St. 
Lakeland 

John L. Wright (243).......... 117 S. Tenn. Ave. 
Miami 

OE” OT. | ae Serer er P. O. Box 1030 

Kenneth S. Keyes (115)........ 13 W. Flagler St. 

Adrian McCune (74)......... 1017 Security Bldg. 

D. Wari Wilson (80).......... 1017 Security Bldg. 
Orlando 

Genome FT. Brass CaCO) s . 6... ceccccs P. O. Box 1052 

ea ee RPE mane te er re Box 293 

as Cy. BEOWOTE AGG)... os wes 715 State Bank Bldg. 
Sarasota 

> FR ee ge re 482 Main St. 
St. Petersburg 

TE ID; SOR. COORD. o:6o bos 0 os wees 11 4th St., N. 

Warren P. Hunnicutt (338)...... 302 Central Ave. 
Tampa 

estes P. Glover ae angie 6s Ne a One 

Phi eae als h 4 aes Oe hia aie 811 Citrus Exchange Bldg. 
Vero Beach 

Frank R. Jewett (143)...........000- P. O. Box Q 
West Palm Beach 

Frank J. Anderson (223).........215 S. Olive St. 
Atlanta GEORGIA 

Bryan BM. Grant C280) «i632 cies s se 206 Grant Bldg. 

ee eS | ere 15 Auburn Ave. 
Chicago ILLINOIS 

Graham Aldis (365).......... 53 W. Jackson Blvd. 

Louis B. Beardslee (405)........ 100 N. LaSalle St. 


Kenneth Calhoun Brown (210).110 S. Dearborn St. 


Harry S. Cutmore (194)..8388 1st Natl. Bk. Bldg. 
Dominick Dunn (370)........... 1330 Morse Ave. 
Newton C. Farr (400)....... 140 S. Dearborn St. 
Harry Goldstine (350).......... 134 N. LaSalle St. 
Earl George Gubbins (383)..... 6015 Lincoln Ave. 
Arthur B. Hall (403)......... 407 S. Dearborn St. 
John P. Hooker (52)......... 140 S. Dearborn St. 
A. Th Seermee CITE) . . 2... 1411 a Natl. Bk. Bldg. 
Ward T. Huston (209)....... 10 S. Dearborn St. 
Issac Melts CBRE) o.c.cic a 66000 0s 2526 S. Wabash Ave. 
Arthur Kruggel (341)............ 4865 Broadway 
Walter R. Kuehnle (124)..... 140 S .Dearborn St. 
SN at) PP ee ere oe 7 S. Dearborn St. 
Paul C.-Loeber (399)..... 111 W. Washington St. 
Ernest H. Lyons (195).......... 120 S. LaSalle St. 
Francis E. Manierre (402)...... 5 S. Wabash Ave. 


Donald T. Morrison (382)..100 North LaSalle St. 


William E. Mosby (297). 8032 ~attees Grove Ave. 
Hyde W. Perce (406)......... 0 N. Dearborn St. 
Lester W. Porter (407)......... #0031 S. LaSalle St. 
oe eo Be: | rari 36 S. State St. 
Gilbert H. Scribner (401)..... 1st Natl. Bk. Bldg. 
Henry George Slavik (301)...... 10 S. LaSalle St. 
Paul Steinbrecher (409)....... 7 S. Dearborn St. 


John Milton Trainer (404)...30 N. Michigan Ave. 
Percy E. Wagner (318) F. H. A., 134 N. LaSalle St. 
Herman O. Walther (363)..215 W. Wacker Drive 


J. Soule Warterfield (120)...... 8 S. Dearborn St. 

Albert H. Wetten (408)....141 W. Jackson Blvd. 
Galesburg 

— V. Field (168)...203 Bk. of Galesburg Bldg. 
Joliet 

William W. Mollan (288)........ 405 D’Arcy Bldg. 
Waukegan 

Eeo Dalley (388)... i000 .00% 218 Washington St. 

Oscar Soderquist (125)............ 22 Maple Ave. 
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INDIANA 

Gary 

Charles D. Davidson (244)......... 504 Broadway 

J. R. Davidson (123)......... ....504 Broadway 
Hammond 

George N. Becker (245)........ 7407 Jackson Ave. 

Samuel C. Ennis (203)........... Ist Trust Bldg. 
Indianapolis 

George A. Kuhn (35)......... 706 Guaranty Bldg. 

IOWA 


Cedar Rapids 
John J. Wagner (266).. 
Des Moines 


408 American Trust Bldg. 


Mts B.. Feist, (UGB)... ois Sees 900 Grand Ave. 
Sioux City 
Willard L. Frost (21)....... Security Bank Bldg. 
KANSAS 
Hutchinson 
J. C. McNaghten (116)........ lst Natl. Bk. Bldg. 
KENTUCKY 
Louisville 
I. Sidney Jenkins (334)....Louisville Trust Bldg. 
Paul F. Semonin, Sr. (359)...... 321 Starks Bldg. 
LOUISIANA 
Shreveport 
T. &. Meal (284) .......2> 330 Ricou-Brewster Bldg. 
ee eS err rere ry e 210 Milam St. 
MARYLAND 
Baltimore 
Gremon. BMilten Donmis (183)... 0c ccrcscccscsone 


Be a6 inl Oke iy! E. Pleasant St. 
2 E. Lexington St. 
.2 E. Lexington St. 


W. E. Ferguson (47) 
Harry E. Gilbert (18)......... 
Albert C. Hofrichter (162). 


Chas. H. Steffey (88)........... 336 N. Charles St. 
mre MASSACHUSETTS 

Ee eee ore ee 45 Milk St. 

Edward F. Cassell (122).......... 18 Tremont St. 

James D. Henderson (169)....209 Washington St. 

Norman W. Kenny (10)........ 82 Devonshire St. 

gone. ©, Tiley Cat)... cccccsssres 45 Bromfield St. 

Robert C. Nordblom (336).......... 18 Oliver St. 
Fall River 

J. Frederick Beckett (167)...... 49 Purchase St. 

po eT Bi > ae ee Granite Block 

Everett N. Slade (53)............. 57 N. Main St. 
Lowell 

sone ©. Percival: (238)........ 6.00... sccses 36 John St. 
Springfield 

Beary MM. Clark (387)... ....cecses 100 Broadway 

Bion T.- Wheeler (339) ....2..20.0-. 1562 Main St. 
Worcester 

Deemenee FB. TRARY CB) 6 occ cviceedes cave 2 Foster St. 
Detreit MICHIGAN 

Judson Bradway (392)........ 533 Majestic Bldg. 

Matthew Carey (389)........... 2200 Buhl Bldg. 

George W. Drennan (358)....300 Penobscot Bldg. 

Guy S. Greene (394).......... 300 Lafayette Bide. 


Henry N. Johnson (390)....300 Penobscot Bldg. 
Alfred W. Palmer (312). 1920 Union Guardian Bldg. 
Edmund T. Paterson (385)..3050 E. Grand Blvd. 
Leonard P. Reaume (393)........ 2150 Buhl Bldg. 
George C. Sexauer (395)......... 2150 Buhl Bldg. 
i" Bf Bo eee 2706 Eaton Tower 
Grand Rapids 

J. G. Lioyd Alexander (246)....616 Murray Bldg. 
Isaac Blandford (234)..100 Federal Square Bldg. 
Leon T. Closterhouse (247) 
iC o8 a Veta kaa American Home Security Bank 
John Garfield Emery s+ adie d4-e's'b' ke hin vied ieee 

oh keep ates Acai en bie Sie 205 Federal Square Bidg. 
Harry J. Fuller (235)....The Michigan Trust Co. 
Walter S. Palmer (193) .104 Federal Square Bldg. 


ASORE VER BRONGST TEOO) osc oc ehh eso canes g as xan 
ea Maly rater: Mie bas oe 1006 G. R. Savings Bank Bldg. 
Chariton Ei: WarGen (OGG) 6 vaiccccecs vc cstsvonns 
ee a-6\4 kaa es oe Wane 9 4 os 535 Michigan Trust Bldg. 


Lansing 
Edward G. Hacker (291)...... 228 S. Capitol Ave. 
Pontiac 
Paul A. Bern (184). .ccscreccce ist Natl. Bk. Bidg. 
MINNESOTA 
Duluth 
Richard W. Northup (379)...... 17 Phoenix Bldg. 
Minneapolis 
Norman L. Newhall (32)...... 519 Marquette Ave. 
Edwin L. Somerville (30)..... 615 Second Ave., S. 
J. Frederick Sutherland (331).............se0- 
a pt, a RN a PS 1477 Northwestern Bk. Bldg. 
MISSISSIPPI 
Jackson 
J. ©. Manning (398)... cciecesse 3012 N. State St. 
MISSOURI 
Clayton 
Gunther Moeler (319)... ..........ée0s 18 N. Meramec 
Joplin 
Rolla E. Stephens (264)........ 711 Virginia Ave. 
Kansas City 
George M. Bliss (360).............. 17 E. 10th St. 
Ee AR CS gt | |) ee re 921 Baltimore Ave. 
B. F. Pierson (289).......... 311 Commerce Bldg. 
St. Louis 


b Ke OO es eee oe 317 N. 11th St. 
William W. Butts S ......803 Chestnut St. 
Herbert O. Byrd rgd ...818 Chestnut St. 
Charles J. Daly (94 ...801 Chestnut St. 
Otto J. Dickmann (225). ..623 Chestnut St. 
Chester A. Dougherty (249) --.-109 N. 7th St. 
John H. Farish (201) .713 Chestnut St. 





Joseph B. Hall (3)............. '..1311 S. 39th St. 
Joseph W. Hannauer (15)........ 811 Chestnut St. 
Monroe H. Rodemyer (218)......... 109 N. 8th St. 
BM. Bh WOO CUSED «6 6.000 6006s bens 709 Chestnut St. 
Lincoln NEBRASKA 
eae cn Bs tt eee rey 228 Stuart Bldg. 
Oma 
©. a Giever (67). 066022205 1221 City Natl. Bldg. 
Lewis C. Sholes (23)......... 305 Paterson Bldg. 
Clinton B. Stuht (33)......... Aquila Court Bldg. 
COIPTOL WES SBOE ics cv iovcgeaccvaseseesans 
SE wees pietes (HOLC) Woodmen of the World Bldg. 
NEW JERSEY 
Atlantic City 
Maurice A. Kelley (325)...20 S. Tennessee Ave. 
Butler 
Drank Bag, Bhs. CATE) vc cccsvvinss Fayson Lake 
Camden 
Ralph D. Baker (60).........+.... 924 Broadway 
W. W. Chalmers (63)......... 4th & Federal Sts. 
J. William Markeim (86)..... 4th & Federal Sts. 


Abraham J. Rosenfeld (213)....114 N. Broadway 


Leon E. Todd (340).......... 2623 Westfield Ave. 

PRI MIMIMA COGS) 2... ciswsccbsctose 333 Arch St. 
East Orange 

ee Be. TMPIOP TBD oo. 00050 scecscen 520 Main St. 

See Ey ETO’ GROG) os aiicnccacrece 520 Main St. 
Elizabeth 

S0nm BB. Tees (98)... <2 ccweces 286 N. Broad St. 

Se Serre re 215 Broad &t. 

tee oe RR by Reaeewre ee 1143 E. Jersey St. 

Burton Thompson (43)......-.....+. 18 W. Jersey 

I ROU S 6 5 0 56 wc 06.6 d's Seca 207 Broad St. 
Hackensack 

Isidoro Quintana (78)....... Court House Square 
Jersey City 

George EB. Dugan (236)......... 345 Central Ave. 

Percy A. Gaddis (22)....... Jersey Journal Bldg. 

D, w. CC. Memers: (1TG). © issay cosa 700 Bergen Ave. 
Linden 

Sonim Peder (6B) i... osc ca ckwe se 540 S. Wood Ave. 
Newark 

Murray Apfelbaum (38)............ 786 Broad St. 

BD a 2, eer see 982 Broad St. 
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Jos. L. Feibleman (66)......... 17-19 William St. 

Franklin Hannoch (49)........... 14 Park Place 

ee i eee eer 60 Park Place 

Charles Frederick Kraemer (366)..776 Broad St. 

John A. Linnett (85)..........2 29 Elizabeth Ave. 

OP ee SS oS eer rere ee 988 Broad St. 

Jeet Sonsesinger C67). . sw ee cece 31 Clinton St. 

Harry J. Stevens (200)......... 478 Central Ave. 
New Brunswick 

oon. -£. Comnell (iG6). ... 2s ccces 392 George St. 
Ocean City 

Elmer Jackson Pearl (330)........... 311 8th St. 
Perth Amboy 

Morris Goldfarb (109).......... 265 Madison Ave. 
Ridgewood 


Frederick A. Tetor (364)...1 E. Ridgewood Ave. 

Samuel S. Walstrum (106)........... Ridgewood 
Rutherford 

Charles A. Van Winkle (113)..1 & 2 Station Sq. 

Theodore Van Winkle (117)........ 1 Station Sq. 





Albuquerque NEW MEXICO 
Joseph P. Deasy (377)....925 W. New York Ave. 
Beacidyn NEW YORK 
Stephen F. Barrera (133)...... 191 Joralemon St. 
George Baur (170)........6.5. 2609 Clarendon Rd. 
wae Te. Diener (57)... 60s cca ese 160 Remsen St. 
George H. Gray (17).......... 310 Ashland Place 
Bernard FP. Hogan (29). . 56. ..0s000 451 5th Ave. 
Arthur J. Horton (183)...... 1214 Flatbush Ave. 
George S. Horton (184)........ 59 Lafayette Ave. 
Frank M. McCurdy (39).......... 158 Remsen St. 
James F. Matthews (76)....... 215 Montague St. 
mm. ©. OBrien €190)....... -798 Nostrand Ave. 
Charles Partridge (92)........ 397 Flatbush Ave, 
Rawie te, emma Cis)... ....cecrees 32 Court St. 
Penwick B. Small (31)......... 1124 Myrtle Ave. 
ca. ON COD ooo ac cee noe 162 Remsen St. 
Buffalo 
ee Meee. £3)... weve sccesees 63 Niagara St. 
Me aE 6) eee 1006 Ellicott Sq. 
TR WE. CON CRE) bi ee Kec tncns 155 Pearl St. 
Jamaica 
Armand Brunswick (327)......... 90-26 161st St. 


William F. MacDermott (198)... 
Long Island City 


.89-70 162nd St. 





Axel John Swenson (272).......... 41-27 29th St. 
Mechanicville 

em Pes MORE. CED) 0... ce ec cewces 37 N. Main St. 
Mineola 

Ee Ov) a er 222 Front St. 
Mount Vernon 

Robert A. Anderson (259)....... ...04 E. ist St. 

Edward H. Hufnagel (250)......... 28 E. Ist St. 
New York 

TOUR A. - ACROSS CTO) v.oin cca cic cease cnsevsiocve 

Pte ed ee 318 E. Kingsbridge Rd., The Bronx 

Edward J. Crawford (373)......... 225 Broadway 

Dalton Granger De Witt (315)..22 W. 48th St. 

pe ee CS eerie 45 E. 49th St. 

Bracton Goldstone (68)........... 10 E. 40th St. 

Py OR > eee 393 7th Ave. 

John R. Hoyt (290)........... ..-17 E. 42nd St. 

Robert Huntley (214)............. 67 Liberty St. 

8 & UCSD ae eee ee 70 Pine St. 

John E. McGovern (316)........ 552 Riverside Dr. 

Samuel Edmund oe eo co RRS Sea 

uk Wietelosh bbb aes Sch 00 E, Fordham Rd., The Bronx 

Clarence C. PES. et Aa 50 E. 42nd St. 

Charles W. Morrison (270)......... 67 Liberty St. 

Irving I. Rosenbaum (179)........ 384 Broadway 

DOVER VOR COGE). 6 cc cece sccvces 150 Broadway 
Rochester 

Abraham Berghash (219)....130 Clinton Ave., S. 
Scarsdale 

a MD CROORl. cc cece se escw cede 30 E. Parkway 
Syracuse 

James H. Dawley (333)....... 121 E. Genesee St. 


Edward Eagan (271).204 Starrett-Syracuse Bldg. 
White Plains 

Vernon N. Bailey (322). ........00% 1612 Main St. 

Albert W. Lockyer (294) Depot Plaza 


Edward M. West (305).......... Opposite Station 


Yonkers 
meaéward C. Heald (822) ..:.. 2.2... 20 S. Broadway 
po a i ere eer eee 2 Hudson St. 
NORTH CAROLINA 
Asheville 
Bah es MEU TBNS EDIE oe 5.0 ess oo 6 k0 codes Bo Asheville 
Charlotte 
me TN. BeOmRarsen CHO) 2 nce scvcccases P. O. Box 1128 
Akron OHIO 
sana C. exis €1GE). «605.002 520 S. Firestone Blvd 
Fred E. Stnith es FE eres | ee 
RNS tS Sa ies 608 Broad Blvd., Cuyahoga Falls 
Ws We PUD Cs ob os bo 8 ore cure 1109 S. Main St. 
Alliance 
L. D. Scranton (100).............841 E. Main St. 
Canton 
Mark Hambleton (146)......... 417 Mellett Bldg. 
William J. Uebelhart (97)...... 419 Mellett Bldg. 
Cincinnati 
Howard R. Burgess arene eames 104 Neave Bldg. 
Pred Beroewe, J6. TIbE). 2.5.06. 104 Neave Bldg. 
J. George Ege aA 3040 Urwiler Ave. 
James W. Farrell (149)...... 1142 Herschel Ave. 
John H. Frey (156)...... 7 Navara Apts., Sta. D 


James J. Grogan (180).S. W. Cor. 5th & Main Sts. 


Albert J. Mayer (204)....1515 1st Natl. Bk. Bldg. 
PP. CAOCR Bees CURED oa noo 00,65 Fao mes wees 

LE AE ERT Mt S. W. Cor. 5th & Main Sts. 
C. Mtett Mebie COOR). . ccescccvcces 3428 Slettenius 


Russell Price (152)...S. W. Cor, 5th & Main Sts. 
Walter S. Schmidt (111).S. W. Cor. 5th & Main Sts. 


Lewis R. Smith (139)...... 409 American Bldg. 
Jonn B. Spliker (166). .......0<.. 104 Neave Bldg. 
| a eer eee 209 W. 7th St. 
Cleveland 
Talmage D. Auble (262)..... 15509 Madison Ave. 
Robert F. Berwald (300)..1220 Williamson Bldg. 
Ben B. Beyer (34).......... 1425 Williamson Bldg. 
James G. Bingham (328)..1227 Williamson Bldg. 


Raymond T. Cragin (282).825 Natl. City Bk. Bide. 
W. J. Crawford, Jr. (323)...720 Cuyahoga Bldg. 
Walter R. Granger (285)..310 Hippodrome Bldg. 
Joseph J. Haas (164).......... 200 Marshall Bldg. 
Joseph Laronge (103) ..... 600 Union Trust Bldg. 
py i ee: eee eae ee eee 

ner 1029 Society for Savines Bide. 
Warren L. Morris (251)..420 Natl. City Bk. Bldg. 


Me. Ta. CRCOMEOTE CIE) 005 sc ccccss 1105 Chester Ave. 
Cart 0. Pareer CICS)... oss. ccae 850 Euclid Ave. 
Max J. Racoiph (esl). .....-... 1105 Chester Ave. 


Carlton Schultz (37)......... 
Alexander S. Taylor (142)... 
V. C. Taylor, II (153) 


1223 Schofield Bldg. 
.1930 Union Tr. Bldg. 
..1930 Union Trust Bldg. 


Wm. J. Van Aken (284)......... 1715 Euclid Ave. 
Geneva 

es SURUE ROBE skies 6 v06<6avrione Miller Bldg. 
Massillon 

Charles N. Hostetter (329)..716 Lincoln Way, E. 
Medina 

8 Se Oe ey |: a rie a ee 
Speinemete 

ee er 927 1st Natl. Bk. Bldg. 

Toledo 

Claude A. Someve) (211)...707 Ohio Bank Bldg. 

Gee. F Creager CHGS)... osc sce es 413 Madison Ave. 

Howard Etchen (136)............- 725 Adams St. 

Donald F. Hiett (396)......... 622 Jefferson Ave. 

PENNSYLVANIA 

Bethlehem 

Wm. CC. Bader (168). ....... 214 Odd Fellows Bldg. 
Erie 

Carl G. Wright (361)..... 204 Marine Bank Bldg. 
Harrisburg 

Seva 2. BEN Der CIS) goo oic kc cicciccs 213 Locust St. 
Lancaster 

Harry W. Butts (114).........:. 24 E. Orange St. 
Lansdowne 

W. Raymond Evans (118)..19 N. Lansdowne Ave. 
Philadelphia 

Philip .N. Arneld (174) .......... 123 S. Broad St. 


Boyd T. Barnard (237)....Lincoln Liberty Bldg. 











Roster oF Memeers 481 





Frederick A. Bond (380)..... 5433 Baltimore Ave. 
E. L. Carlson (62).The Parkway at Fairmount Ave. 
C. Harris Colehower (145)..... 5942 Chestnut St. 
Pratik ©. Pelton, Ir: (368)... 2. 2c2 37 S. 16th St. 
Samuel. T.. Fils. CEST)... oo ccccecvcas 1500 Locust St. 
Roy A. Heymann (362).......... 213 S. Broad St. 
Cc. Harry Johnson (238) a ee Packard Bldg. 


S. Craig Kane, Jr. (253). 
Philip W. Kniskern (1) 
J. Howard McLaughlin — 
Maurice R. Massey (276 

Ss 


.511 Land Title Bldg. 
ie ba oie 1614 Walnut St. 
.5512 Florence Ave. 


Pr ee aN Seer err . ie Cor. 13th & Green Sts. 

Willtem 1. Miri] (226)... 0000. 1500 Walnut St. 

Robert J. Nash (254).........0... 1214 Locust St. 

Richard J. Seltzer (255)....... 15th & Locust Sts. 

J. Willison Smith (239).......... 100 S. Broad St. 

Martin BStote. (66)... ... ccc. 514 Land Title Bldg. 

Ambrose J. Winder (207)........ 1420 Walnut St. 
Pittsburgh 

Sa Es MeO al» ERY. 6 006 cw ttccsion 211 Fourth Ave. 
Scranton 

Ge. meee (IIE)... cccecses Bliss Davis Bldg. 


Wilkes Barre 
C. A. Leighton (135).Deposit & Savings Bk. Bldg. 
Edward L. Lewith (227)....428 Miners Bk. Bldg. 


RHODE ISLAND 


.211 Waterman St. 
Bldg. 


Providence 
Hal Forrester Coombs (172).. 
James Devine (130).801 New Industrial Tr. 


Johnson City TENNESSEE 


W. H. Prince (374).H. O. L. C., Hotel John Sevier 
Memphis 

George W. Person (320)..503 Manhattan Bk. Bldg. 
Nashville 

a a eS ee eee 209 Warner Bldg. 
Dallas TEXAS 

MNOS Were COGS) o.c.oc0 cen n6.0bce td screccne 

ETN ETAT ee 617 Republic Natl. Bk. Bldg. 

Henry S. Miller (277)...405 Southland Life Bldg. 

Lawrence Miller (386)..... 2729 South Boulevard 

John W. Pat Murphy (384)....1420 Commerce St. 
Fort Worth 

Meredith R. Carb (354)........ 2547 Greene Ave. 
Houston 

W. G. Burchfield (274)..803 2nd Natl. Bk. Bldg. 

eT Ne ery ee 923 Shell Bldg. 
San Antonio 

Paul W. Adams (355)....South Texas Natl. Bank 

A. H. Cadwallader, Jr. (352)........ Moore Bldg. 

i A. Casey (958)......-ccveebat Np Bt. Mary's Bt. 

Claris M. Elmore (356).......... 1031 Navarro St. 

Re. We POM CENT ccc ccc ancvess 614 Travis Bldg. 
Richmond VIRGINIA 

John W. Bates (340)... seccccees 723 E. Main St. 

es 2. SS eee eee 710 E. Main St. 

A eS ear ee 18 N. 8th St. 

J. Guthrie Smith (144)...... 5104 Riverside Drive 
a Morton G. Thalhimer (221)..... 1013 E. Main St. 
Seutie WASHINGTON 

Nathaniel B. Bender (347)....302 Republic Bldg. 

Charlies P. Burnett (878)... ....060053 807 2nd Ave. 

Leonard Downie (296)........ccccescccees Seattle 

Wm. A. Eastman (307)........ 414 University St. 

Walter G. McLean (346)......... 1108 Third Ave. 

J. Cy WR NBOG) eos oc cttacees 1910 N. 39th St. 

A. C. Newell (348)...... 448 Dexter Horton Bldg. 

Ben J. Smith (343)......... 5252 16th Ave., N. E. 

ae: Be, Sete GOED)... 8. ince vdnce 1108 8rd Ave. 


Cecil S&S Van Voris (369)......... 623 Second Ave. 


Edwin G. Wendland (342)..845.Bellevue Ave., N. 


J. Arthur Younger (311)......... 1233 E. 88th St. 
Walla Walla 

. ©. Commer CREB). 6... sce First National Bank 
Bluefield WEST VIRGINIA 

ae See WENO COED. 0500 kakee ...409 Peery Bldg. 
Charleston 

re rae 

i whi dale we 0 Box 1019, Charleston Natl. Bk. Bldg. 
Clarksburg 

ee eS ae re Goff Bldg. 
Huntington 

De. eee Se ERED 6 6.00 66 chevanew cus 926 6th Ave. 
Princeton 

Ors eee CHOU. occa sicca coed 819 Mercer St. 
alii WISCONSIN 

pO OE ee ee 311 State St. 
Milwaukee 

K. Lee Hyder (185)..........525 E. Michigan St. 


Rite ONTARIO, CANADA 

ey ee) ee ee re 156% Dundas St. 
Toronto 

ee eS | ere rae 372 Bay St. 


Prank MGLAREREIR CT) 2. <cewcsce 34 King St., W. 
LIMITED MEMBERS 


Stamford CONNECTICUT 

oo ER re, eee 300 Main St. 
Waycross GEORGIA 

yeorge Fesperman (5)............208 Parker St. 
Chicago ILLINOIS 

Wren C. BECTON: CER 6 coco ccnsadccsvesass 

re Oe re Pe ee ee 6675 Northwest Highway 
Flint MICHIGAN 

Herschel S. Green (16)...904 Citizens Bank Bldg. 
Muskegon 

We eee: COE CBD oo. tks cane ccccss 38 Diana Ave. 
Elizabeth NEW JERSEY 

R. Mason Kirkland (15)............ 125 Broad St. 
Keyport 


Samuel De Bow Walker (10)..101 Atlantic Ave.. 
Newark 


Muar Ter urer CE)... cc ccc ccasecee 11 Hill St. 
Dayton OHIO 

George H. Snyder (2)..... 1040 Third Natl. Bldg. 
Williamsport PENNSYLVANIA 

Week Te: Weeteel CRE Kei4 3 ceniscie 25 W. Third St. 
— RHODE ISLAND 

"hw Re eee eee 44 Broad St. 
Providence 

Richard A. Hurley (9)..723 Hospital Trust Bldg. 
Dallas TEXAS 

Alfred J. Beilharz (13)....... 6401 Hillcrest Ave. 
Donna 

en. EM aia cd beak oebhs eens Fa-owkem Donna 
Wheeling WEST VIRGINIA 

Harry C. Miller (7)..... 313 Wheeling Steel Bldg. 





1932. Died July 14, 1935. 





The officers of the Institute announce with sincere regret the death of Wayland P. Cramer, 
M.A.I., Camden, New Jersey, Secretary of the New Jersey Chapter Number 1. 


Admitted July 1, 














Index to Volume III 


OctToBER, 1934 To OcTOBER, 1935 


The administrative “joker” in the Federal Securi- 


ties Act. Hyder. April 1935, p. 223-228. 
American Institute of Real Estate Appraisers. Oct. 
1934, p. 89-92, 96-101; Jan. 1935, 105-107, 184- 


Dp. 
187, 193-198; ‘April 1935, p. 202- 203, 273-275, 281- 
297; July 1935, p. 301- 302, 382-395; Oct. 1935, p. 
400, 402- 403, 475- 476, 478- 482; Chapters, Oct. 1934, 


p. 97; Jan. 1935, p. 106; April 1935, p. 202; July 
1935, p. 391; Oct. 1935, p. 400; Committees. Oct. 
1934, p. 91- 92 98; Jan. 1935. p. 106, 186-187; April 


1935, p. 202, "281-285; July 1935, p. 382- 383, 391; 
Oct. 1935, p. 400; Depreciation. Oct. 1935, p. 405- 
416; Digest of the minutes of the meeting of the 
Governing Council. Oct. 1934, p. 89-92; Jan. 1935, 
p. 184-187; April 1935, p. 281- 285; July 1935, p. 
382-383; Governing Council. Oct. 1934, p. 89-92, 
98; Jan. 1935, p. 105-106, 184-187; April 1935, p. 
202, 281-285; July 1935, p. 382-383, 391; Oct. 1935, 

400; New members. ee 1934, p. 96- 97; Jan. 
1985, p. 193-195; April 1935, 286- 293; July 1935, 

384 -390; Oct. 1935, p. 435 - 476; Officers. Oct. 
193 4, p. 98; Jan. 1935, p. 105-106; April 1935, p. 
202; dete 1935, p. 391; Oct. 1935, p. 400; Officers 
of local chapters. Oct. 1934, p. ‘97; Jan. 1935, p. 
106; April 1935, p. 202; July 1935, p. 391; Oct. 
1935, p. 400; Photo of appraisal class. Oct. 1935, 
p. 402; Roster of members. Oct. 1934, p. 99-101; 
Jan. 1935, p. 196-198; April 1935, p. 294-297; July 
1935, p. 392-395; Oct. 1935, p. 478-482; Rules of 
professional ethics. April 1935, p. 273- 275. 

Amortization 


Layden, A. L. Some appraisal mathematics. Oct. 
1934, p. 14-18. 
Analysis of office building expense. Kuhn. Jan. 


1935. p. 169-172. 
Anderson, M. D. Capital — 
view) April 1935, p. 278-2 
Angell. S. L. How should a 1, SRE assess a 
developer’s property? Oct. 1935, p. 446-450. 
Announcements 
Award for manuscripts. 
Annuities 
Layden, A. L. 
Oct. 1934, p. 9-18. 
Apartment Buildings 
Green, J. B. Appraisal report. Oct. 1935, p. 456- 
468; Kazdin, S. E. The six-story elevator apart- 
ment house. Oct. 1935, p. 433-436. 


interest (book re- 


April 1935, p. 201. 


Some appraisal mathematics. 


Apologies 
Nanney, L. C. Appraisal of citrus lands pub- 
lished in Condemnation appraisal procedure. 


April 1935, p. 272. 
Appraisal Class 
Photo of appraisal class. Oct. 1935, p. 402. 


The appraisal in the : * iclmeaa statement. 
Haynes. Oct. 1935, p. 417-421. 

Appraisal of citrus lands. Nanney. Jan. 1935, p. 
149-154. 

The spore of industrial property. Hyder. Oct. 
1934, 19-28. 

The ch ther Burchfield. Oct. 


of warehouses. 

1935, p. 441-445. 

Appraisal Procedure 
Hamilton, A. C. 
Oct. 1934, p. 80-82. 

Appraisal Rates 
ow of appraisal rates. 


Judicial review of appraisals. 


July 1935, p. 373- 


Appraisal Report 
Green, J. B. Appraisal report. Oct. 1935, p. 456- 
468; Hyder, K. L. The appraisal of industrial prop- 
erty. Oct. 1934, p. 26-27; Register, J. A. The ap- 

, Ppraisal report. July 1935, p. 366-368. 

Appraisals for long term mortgage loans. Rus- 
sell. April 1935, p. 264-266. 

Appraisals for purposes of public financing. Hyder. 
Oct. 1935, p. 422-432. 

Appraisals under the Federal Securities Act. 
ilton. Jan. 1935, p. 177-179. 

Appraisers 
Haynes, J. L. The appraisal in the registration 


Ham- 


statement. Oct. 1935, p. 417-421; Pert, Woodby X. 
An Appraiser’s affidavit. Oct. 1935, p. 469-470; 


Vanderlip, F. A. Professional status of real 
estate appraising. April 1935, p. 269-270. 
An appraisers affidavit. Oct. 1935, p. 469-470. 
Appraising as an economic factor. Olson. July 


1935, p. 310-315. 


Appraising for loans. Miller. Oct. 1934, p. 85-86. 


Appraising property zoned for business. Coffin. 
Oct. 1934, p. 29-33. 

Appraising single-family homes. Shattuck. Jan. 
1935, p. 118-129. 

Appraising ee residences. Mosby. April 
1935, p. 253-25 

An appreciation oak a responsibility. Hall. Jan. 
1935, p. 107. 

Are 100% residence loans again being made? Fer- 


guson. July 1935, p. 371-372 

Association of Appraisal Executives 
Hyder, K. L. The appraisal of industrial prop- 
erty. Oct. 1934, p. 27-28. 

Atkinson, H. G. Ethics and professional conduct. 
Oct. 1935, p. 451-455. 


Babcock, F. M. The determination of mortgage 


risk. July 1935, p. 315-323 
Bartholomew, Harland. Economic balance in 
planning. Oct. 1934, p. 60 


Beardslee, L. B. The relation of the switch track 
to industrial property. Oct. 1934, p. 55-60. 

Bemis, A. F. and Buchard, John, 2nd. A history 
of the home (book review) Jan. 1935, p. 190. 

Beyer, B. B. Review of Leven and others, Amer- 
ica’s capacity to consume. Jan. 1935, p. 191-192. 


Bibliography 
Current articles. Oct. 1934, p. 93; Jan. 1935, p. 
188; April Oct. 


1935, p. 276; July 1935, p. 381; 

1935, p. 477; Jameson, M. E. 
buildings. Jan. 1935, p. 180-183. 

Blight 
Bartholomew, Harland. 
Planning. Oct. 1934, p. 60. 

Boeckh, E. H. Boeckh’s manual of appraisals 
(book review) April 1935, p. 277-278. 

Bonds 
Hyder, K. L. Appraisals for purposes of public 
financing. Oct. 1935, p. 422-432. 

Book Reviews 
Anderson, M. D. Capital and Interest. April 1935, 
p. 278-279; Bemis, A. F. and Burchard, John, 2nd. 
A history of the home. Jan. 1935, p. 190; Boeckh, 
E. H. Boeckh’s manual of appraisals. April 1935, 
p. 277-278; Clark, J. M. Strategic factors in busi- 
ness cycles. April 1935, p. 277; Drury, F. E. and 
Doyle, Graham. Quantities in architectural 
building construction. Jan. 1935, p. 190-191; 
Leven, Maurice and others. America’s capacity 
to consume. Jan. 1935, p. 191-192; Mooney, J. D. 
The new capitalism. Jan. 1935, p. 189; Pollock, 
W. W. and. Scholz, K. W. H. The science and 
practice of urban land valuation. Oct. 1934, p. 
94-95; Reeves, C. E. Appraising residential prop- 
erty. Oct. 1934, p. 94; Robbins, Lionel. The great 
depression. Jan. 1935, p. 192; Rufener, L. A. 
Money and banking in the United States. April 
1935, p. 280; Schmutz, G. L. Appraiser’s interest 
tables and their uses. April 1935, p. 279-280; 
Stewart, C. L. Farm real estate Valuations in 
Illinois. Oct. 1934, p. 
Burchard, John, 2nd and Bemis, A. F. A history 
of the home (book review) Jan. 1935, p. 190. 
Burchfield, B. C. The appraisal of warehouses. Oct. 
1935, p. 441-445. 

Burr, Hudson. A new approach to rural apprais- 
ing. Jan. 1935, p. 155-164. 

Burroughs, R. J. The safe- risk rate formula. Oct. 
1934, p. 51-54. 

Business Property 
Coffin, G. H. Jr. Appraising prgeerty zoned Poa 
business. Oct. 1934, p. 29-33; Green, J. B. Ap- 
praisal report. Oct. 1935, p. 456-468; Kuehnle, 


Obsolescence of 


Economic balance in 


482 

















VOLUME INDEX 





483 





W. R. Central business district paradox. Jan. 
1935, p. 138-143. 

Capitalization 
DuBois, A. J. The capitalization process. Jan. 


1935, p. 109-117; Mosby, W. E. Appraising single- 
family residences. April 1935, p. 254-255; Quin, 
G. R. Capitalization rates for long term leases. 
Jan. 1935, p. 144-148. 


tals > i: ~ papmeatamean process. DuBois. Jan. 1935, p. 
Capitalization Rate 
Burchfield, B. C. he appraisal of warehouses 
Oct. 1935, p. 443- 445, DuBois, A. J. The capitali- 


zation process. Jan. 1935, p. 109-117; Kazdin, 
Ss. E. The six-story elevator apartment house. 
Oct. 1935, p. 435-436; Nanney, L C. Appraisal of 


citrus lands. Jan. 1935, p. 151; Quin, G. R. Cap- 
italization rates for long term leases. Jan. 1935, 
p. 144-148. 
Capitalization rates for long term leases. Quin. 
Jan. 1935, p. 144-148. 
Kuehnle. Jan. 


Central business district paradox. 
1935, p. 138-143. 

Central Mortgage Discount Bank 
Schmidt, W. S. Real estate outlook for 1935. 
April 1935, p. 270-272. 


2. of a profession. Dennison. Oct. 
The Dkertered Surveyors Institution of Great 
Britain. Maier, E. J. Jan. 1935, p. 173-176. 
Citrus Lands 
Nanney, L. C. aor of citrus lands. Jan. 
1935, p. 149-154 
City Growth 
Schmutz, G. L. and McCormick, L. O. Other fac- 


tors affecting market price. July 1935, p. 351-359. 

City Planning 
Bartholomew, Harland. 
planning. Oct. 1934, p. 60 

Clark, J. M. Strategic factors in business cycles 
(book review) April 1935, p. 277. 

Coffin, G. H. Jr. Appraising property zoned for 


Economic balance in 


business. Oct. 1934, p 
Concept of value. Gaddis. April 1935, p. 269. 
Consequental damage to an industrial building. 
Reeves. Jan. 1935, p. 165-168. 


Construction Costs 
Graham, J. W. Reproduction value vs. reproduc- 
tion cost of residences. Oct. 1934, p. 61-64. 

Court Decisions 
Hamilton, A. C. Appraisals under the Federal 
Securities Act. Jan. . 177-179; Judicial 
review of appraisals. Oct. 1934, p. > 82; Upset 
price appraisals. April 1935, p. 367-26 

Court Testimony 
Laronge, Joseph. The technique of preparing for 
court testimony. July 1935, p. 303-309. 

Cragin, R. T. Review of Schmutz Appraiser’s in- 
terest tables. April 1935, p. 279-280. 

Credit 
Schmidt, W. S. Real estate outlook for 1935. 
* April 1935, p. 270-272; Schmutz, G. L. and Mc- 
Cormick, L. O. Effect of credit and production on 
prices. Jan. 1935, p. 130-137. 

Current articles. Oct. 1934, p. 93; Jan. 1935, p. 188; 
an 1935, p. 276; July 1935, p. 381; Oct. 1935, 
p. 4 


Damages 
Reeves. C. E. Consequential damage to an in- 
dustrial pe. Jan. 1935, p. 165-168. 


Danahey, a Survey of housing facilities ir 
Detroit. Oct. 1935, p. 471-474. 
Definition of terms. ‘Hall. Oct. 1934. p. 74-79. 


Dennison, . S The character of a profession. 
Oct. 1934, p. 54. 
Denvreciation 
American Institute of Real Estate Appraisers. 
Depreciation. Oct. 1935. p. 405-416; Edwards, 
F. M. Landscaping as an offset to depreciation. 
Oct. 1935, p. 437-440; Field, R. V. How to treat 
depreciation. July 1935, p. 369-371; Grogan, J. J. 
Depreciation. Oct. 1934, p. 42-45; Mosby, W. E. 
Appraising single-family residences. April 1935, 
p. 257-258: Nanney, Cc. Appraisal of citrus 
lands. Jan. 1935. p. 151-152; Soderquist, Oscar. 
Depreciation and obsolescence. Oct. 1934, p. 84-85; 





This thing we call depreciation. Oct. 1935, p. 404. 
Deprecianon and obsolesence. Soderquist. Oct. 1934, 


Depth Tables 
McMichael, 
205-211. 

The oe dee of mortgage risk. 
July 1935, p. 315-323. 

Detroit, Mich, 

Danahey, T. P. Survey of poming facilities in 
Detroit. Oct. 1935, p. 471-47 

Doane, D. H. Rural pM mt Le Oct. 1934, 46-50. 

Doyle, Graham and Drury, F. E. Quantities- in archi- 
— be sty id construction (book review) Jan. 

» Pp 

Drury, F. E. and Doyle, Graham. Quantities in 
architectural ee Ted construction (book review) 
Jan. 1935, p. .. 

DuBois, A. J. The capitalization rocess. Jan. 1935, 
p. 109- 117; Review of Mooney The new capitalism. 
Jan. 1935, p. 189; The valuation and mortgage 
risk rating systems of the Federal Housing Ad- 
ministration. July 1935, p. 324-334. 


Ss. L. Depth tables. April 1935, p. 


Babcock. 


Economic balance in planning. Bartholomew. Oct. 
1934, p. 60. 

Economics 
Olson, L. H. Appraising as an economic factor. 
July 1935, p. 310-315; Schmutz, G. L. and McCor- 
mick, L. O. Effect of credit and production on 
prices. Jan. 1935, p. 130-137; Other factors affect- 
ing market prices. July 1935, p. 351-359; The re- 
lation of profit to value. Aprii 1935, p. 229-235. 

Education 
Hall, J. Po President’s page. Boa 1935, p. 203; 
July 1935; 301; Oct. 1935, p. 

Edwards, FE. Re. Landscaping as 7 cabet to depre- 
ciation. Oct. 1935, p. 437-440. 

Effect of credit and ‘production on prices. Schmutz 
and McCormick. Jan. 1935, p. 13 

— estimate and the guess. April 1935, p. 204. 
thics 
American Institute of Real Estate Appraisers. 
Rules of professional ethics. April 1935, p. 273- 
275; Atkinson, H. G. Ethics and professional con- 
duct. Oct. 1935, p. 451-455. 

oa ag professional conduct. Atkinson. Oct. 


451-45 
pe Bs 
Laronge, Joseph. 


The technique of Pesoestas for 
court testimony. 09. 


July 1935, p. 303-3 


Farms 
Burr, Hudson. A new approach to rural apprais- 
ing. Jan. 1935, p. 155-164; Doane, D. . Rural 
appraising. Oct. 1934, p. 46-50; Head, J. G. Valua- 
tion under modern conditions. April 1935, p. 217- 
218; Morse, T. D. The influence of special assess- 
ments ‘.. farm values. July 1935, p. 335-341; 
Nanne Cc. Appraisal + citrus lands. Jan. 
1935, “4 "440- 154; Stewart, C. L. The place of build- 
ings in appraising Illinois farms. April 1935, p. 
248-252. 

Federal Housing Administration 
DuBois, A. J. The valuation and mortgage risk 
rating systems of the Federal Housing Adminis- 
tration. July 1935, p. 324-334. 

Federal Securities Act 
Hamilton, A. C. Appraisals under the Federal Se- 
curities Act. Jan. 1935, p. 177-179; Haynes, J. L. 
The appraisal in the registration statement. Oct. 

417-421; Hyder, K. he administrative 
“joker” in the Poderal ‘ Securities Act. April 1935, 
p. 223-228; Appraisals for purposes of public 
financing. Oct. 1935, p. 422-432. 

Ferguson, Hill. Are 100% residence loans again 
being made? pely 1935, p. 371-372. 

Fetherston, L. Review of Drury and Doyle. Quan- 
etities in architectural building construction. Jan. 

1936, Pte -191 


ri svi. How to treat depreciation. July 1935, 

p 

The fifth Congress of International Federation of 
Surveyors. eidy. -Oct. 1934, p. 87-88. 


Formulas 
Burroughs, R. J. The safe-risk rate formula. 
Oct. 1934, p. 51-54; Layden, A. L. Some appraisal 
mathematics. Oct. 1934, p. 5-18. 

Future population growth and real estate values. 

Thompson. Oct. 1934, p. 34-41. 





484 





Tue Journat or THe AmeRICAN INstTITUTE OF Rear Estate APPRAISERS 





Gaddis, P. A. Concept of value. April 1935, p. 269; 
Review of Pollock and Scholz The science and 


practice of urban land valuation. Oct. 1934, p. 
94-95. 

Gold 
Head, J. oe Valuation under modern conditions. 
pom 1935, 221; Schmutz, G. L. and McCormick, 


oO. Efrect of credit and production on prices. 
~— 1935, p. 130-137. 
Graham, J Reproduction value vs, reproduc- 
tion cost of residences. Oct. 1934, p. 61-64. 
Green, J. B. Appraisal report. Oct. 1935, p. 456-468. 
Grogan, J. J. Depreciation. Oct. 1934, p. 42-45. 
Grossman, P. The valuation of net with 
underlying natural resources, April 1935, p. 
236-241. 


Hall, J. B. An appreciation and a ht et 
Jan. 1935, p. 107; Definition of terms. Oct. 1934, 
p. 74-79; President’s page. Jan. 1935, PB: ee oo 
1935, p. 203; July 1935, p. 301; Oct. 1935, 

Hamilton, A.C. Gourt decisions. Aeneainale Tither 
the Federal Securities Act. Jan. 1935, p. 177-179; 
Judicial review of appraisals. Oct. 1934, p. 80-82: 
Upset price appraisals. April 1935, p. 267-268. 


Haynes, J. .. ee ~ nag? in the registration 
statement. Oct. 1935, 417-421. 
Head, G. Valuation rander modern conditions. 


J. 

April 1935, p. 212-222. 

Holmes, L. G. Review of Bemis and Burchard 
A history of the home. Jan. 1935, p. 190. 

Hoskold Formula 
Layden, A. L. Some appraisal mathematics. 
1934, p. 16-18. 

Hoskold Tables 
Burroughs, R. J. The safe-risk rate formula, Oct. 
1934, p. 51-54. 

Houses 
Ferguson, Hill. Are 100% residence loans open 
being made? July 1935, p. 371-372; Graham, J. 
Reproduction value vs. reproduction cost of ar 
dences. Oct. 1934, p. 61-64; Libott, Nathan. Pit- 
falls in residential appraising. April 1935. p. 259- 
263; Mosby, W. E. Appraising single-family resi- 


Oct. 


dences. April 1935, p. 253-258; Russell, Horace. 
Appraisals for long term mortgage loans. April 
1935, p. 264-266; Shattuck, C. B. Apeeng 
single-family homes. Jan. 1935, p. 118-129 

Housing ? 
Danahey, T. P. Survey of housing facilities in 
Detroit. Oct. 1935, p. 471-474. 


How should a municipality assess a seseingur's 


property? Angell. Oct. 1935, p. 446-450. 

How to treat depreciation. Field. July 1935, p. 
369-371. 

Hyder, K. L. The administrative “joker” in the 


Federal Securities Act. April 1935, p. 223-228; 
The appraisal of industrial property. Oct. 1934, 
p. 19-28; Appraisals for purposes of public financ- 
ing. Oct. 1935, p. 422-432; Review of Boeckh’s 
manual of appraisals. April 1935, p. 277-278. 


Illinois 
Stewart, C. L. The place of buildings in apprais- 
ing Illinois farms. April 1935, p. 248-252. 

The inapplicability of the Ricardian rent theory to 


present day conditions. Thorson. July 1935, p. 
360-365. 
Industrial Property 

Beardslee, B. The relation of the switch 
track to industrial property. Oct. 1934, p. 55-60; 
Burchfield, B. C. he appraisal of warehouses. 
Oct, 1935, p. 441-445; Hyder, K. L. The appraisal 
of linterna property. Oct. 1934, p. 19-28; Ap- 
praisals for purposes of public financing. Oct. 
1935; p. 428-432. Reeves, C. E. Consequential 
damage to an industrial building. Jan. 1935, p. 


165-168. 
The influence of special assessments on farm values. 


Morse. July 1935, p. 335-341. 
Interest 
Layden, A. L. Some appraisal mathematics. Oct. 
1934, p. 7-8. 
International Federation of Surveyors 
ne de M. he fifth Congress. Oct. 1934, p. 
Inwood Formula 
Layden, A. L. Some appraisal mathematics. Oct. 
1934, p. 11-12. 
Jameson, M. E. Obsolescence of buildings. A se- 


lected list of references. Jan. 1935, p. 180-183. 


Jones, C. M. Review of Stewart Farm real estate 


valuations in Illinois. Oct. 1934, p. 94. 

Judicial review of appraisals. Hamilton. Oct. 1934, 
p. 80-82. 

Kazdin, S. E. The six-story elevator apartment 
house. Oct. 1935, p. 433-436. 

Kuehnle, W. R. Central business district paradox. 
Jan. 1935, p. 138-143. 

Kuhn, G. A. Analysis of office building expense. 


Jan. 1935, p. 169-172. 


Land Utilization 
Bartholomew, Harland. 
planning. Oct. 1934, p. 

Landscaping 
Edwards, F. M. Landscaping as an offset to de- 
preciation. Oct. 1935, p. 437-440. 

Laronge, Joseph. The technique of severing for 
court testimony. July, 1935, p. 303-3 

Layden, A. L. Some appraisal se ahcontion. Oct. 


Economic balance in 
0. 


1934, p. 5-18; Review of Anderson Capital and 
interest. April 1935, p. 278-279. 

Leases 
Quin, G. R. Capitalization rates for long term 


leases. Jan. 1935, p. 144-148. 
Legislation 
Schmutz, G. L. Sep mation and real estate values. 
Oct. 1934, p. 65-7 
Leven, Maurice ee “others. America’s capacity to 
consume (book reviews) Jan. 1935, p. 191-192. 
Libott, Nathan. Pitfalls in residential appraising. 
April 1935, p. 259-263. 


Loans 
Babcock, F. M. The determination of mortgage 
risk. July 1935, p. 315-323; DuBois, The 


valuation and mortgage risk rating systems, of 
the Federal Housing Administration. July 1935, 
p. 324-334; Ferguson, Hill. Are 100% residence 
loans again being made? July 1935, p. 371-372; 
Miller, H. S. Appraising for loans. Oct. 1934, p. 
85-86; Russell, Horace. Appraisals for long term 
mortgage loans. April 1935, p. 264-266. 


ots. 
Angell, S. L. How should a municipality assess 
a developer’s property? Oct. 1935, p. 446-450. 


McCormick, L. O. and Schmutz, G ti. get of 
credit and production on prices. Jan. 1935, p. 130- 
137; Other factors affecting market orice, * July 


1935, p. 351-359; The relation of profit to value. 
April 1935, p. 239- 235. 

or 8 eg L. Depth tables. April 1935, p. 
2VUo- . 

Maier, E. J. The Chartered Surveyors Institution 


of Great Britain. Jan. 1935, p. 173-176. 
The materials for success. July 1935, p. 302. 


Mathematics. 
——— A. a Some appraisal mathematics. Oct. 
» Pp. o-158, 
miles H. S. Appraising for loans. Oct. 1934, p. 
Mineral Deposits 
Grossman, P. W. The valuation of land with 
underlying natural resources. April 1935, p. 236- 


241 
Mooney, J. D. The new capitalism (book review) 
Jan. 1935, p. 189. 
Morse, T. D. The influence of special assessments 
on farm values. July 1935, p. 335-341. 
Mortgages 
Babcock, F. M. The determination of mortgage 
risk. July 1935, p. 315-323. DuBois, A. J. The 
valuation and mortgage risk rating systems of 
the Federal Housing Administration. July 1935, 
p. 324-334; Russell, Horace. Appraisals for long 
term mortgage loans. April 1935, p. 264-266. 
Mosby, W. E. Appraising single family residences. 
April 1935, p. 253-258. 


Nanney, L. C. Appraisal of citrus lands. Jan. 1935, 
p. 149-154. 
National Joint Committee on Rural Credits. 


Burr, Hudson. A new approach to rural apprais- 
ing. Jan. 1935, p. 156. 

Natural Resources 
Grossman, P. W. The valuation of land 
underlying natural resources. 
241; Hyder, 
public financing. Oct. 1935, 


with 

April 1935, p. 236- 

K. L. Appraisals for purposes of 
p. 428-432. 











VOLUME INDEX 


485 





Necrology 
Samuel C. Kane. April 1935, p. 297; John T. 
Sloan July 1935, p. 395; Wayland P. Cramer, Oct. 
1935, p. 482. 

A new approach to rural appraising. 
1935, p. 155-164. 


Burr. Jan. 


Obsolescence F 
American Institute of Real Estate Appraisers. 


Depreciation. Oct. 1935, p. 405-416; Grogan, J. J. 
Depreciation. Oct. 1934, p. 42-45; Jameson, M. E. 
Obsolescence of buildings. A _ selected list of 
references. Jan. 1935, p. 180-183; Mosby, W. E. 


Appraising single family residences. April 1935, 
p. 258; Soderquist, Oscar. Depreciation and ob- 
solescence. Oct. 1934, p. 84-85. 

Obsolescence of buildings. A selected list of ref- 
erences. Jameson. Jan. 1935, p. 180-183 

Office Buildings 
Kuhn, G. A. Analysis of office building expense. 
Jan. 1935, p. 169-172. 

Olson, L. . Appraising as an economic factor. 
July 1935, p. 310-315. 

Operating Expenses 
Kazdin, S. E. The six-story elevator apartment 


house. Oct. 1935, p. 433-436; Kuhn, G. A. Anal- 
ysis of office building expense. Jan. 1935, p. 169- 
172. 

Orchards 


Nanney, L. C. 

1935, p. 149-154. 
Other factors affecting market price. 

McCormick, July 1935, p. 351-359. 


Appraisal of citrus lands. Jan. 


Schmutz and 


Pearce, C. J. Percentage leases. April 1935, p. 242- 
247. 
Percentage Leases 
Pearce, C. Percentage leases. 


4 April 1935, p. 
242-247; Pratt, L. M. 


Percentage of sales paid for 


rent. Oct. 1934, p. 83-84. 

Percentage of sales paid for rent. Pratt. Oct. 1934, 
. 83-84. 

Pert, Woodby X. An appraiser’s affidavit. Oct. 
1935, p. 469-470. 

Photos 
Institute’s real estate appraisal class. Oct. 1935, 


p. 402; Officers and Governing Councillors of the 
American Institute of Real Estate Appraisers. 


Jan. 1935, p. 105; Walter S. Schmidt. Oct. 1934, 
p. 4. 

Pitfalls in residential appraising. Libott. April 
1935, p. 259-263 


The place of buildings in appraising Illinois farms. 
Stewart. April 1935, p. 248-252. 

Pollock, W. W. and Scholz, K. W. H. The science 
and practice of urban land valuation (book re- 
view) Oct. 1934, p. 94-95. 

Population 
Thompson, W. S. Future population growth and 
real estate values. Oct. 1934, p. 34-41 

Pratt, L. M. Percentage of sales paid for rent. 
Oct. 1934, p. 83-84. 

Present Worth 


Coffin, G. H. Jr. Appraising property zoned for 


business. Oct. 1934, p. 30; Layden, A. L. Some 
appraisal oe Oct. 1934, p. 5-18. 
President’s page all. Jan. 1935, p. 107; April 


1935, p. 203; July 935, p. 301; Oct: 1935, p. 403. 
Price 


Hamilton, A. C. Upset price appraisals. April 
1935, p. 267-268; Schmutz, G. L. Legislation and 
real estate values. Oct. 1934, p. 65-73. Schmutz, 


>. L. and McCormick, L. O. Effect of credit and 
production on _ prices. Jan. 1935, p. 130-137; 
Other factors affecting market price, July 1935, 
p. 351-359. 

Productivity 
Schmutz, G. L. and McCormick, L. O. Effect of 
credit and production on prices. Jan. 1935, p. 
130-137. 

Professional status of real estate appraising. Van- 
derlip. April 1935, p. 269-270. 

Professions 
Dennison, H. S. 
Oct. 1934, p. 54. 

Profit 
Schmutz, G. L. and McCormick, L. O. 
tion of profit to value. April 1935, p. 


The character of a profession. 


The rela- 
229-235. 


Quin, G. R. Capitalization rates for long term 
leases. Jan. 1935, p. 144-148; Review of Rufener 
Money and banking in the United States. April 
1935, p. 280. 


Real estate outlook for 1935. Schmidt. April 1935, 

p. 270-272. 

Reed, H. E. The true value of real estate. 
1935, p. 342-350. 

Reeves, C. E. Appraising residential property 
(book review) Oct. 1934, p. 94; Consequential 
damage to an industrial building. Jan. 1935, p. 
165-168. 

Register, J. A. 
p. 366-368. 

Reidy, M. F. ‘The fifth Congress of International 
Federation of Surveyors. Oct. 1934, p. 87-88. 

The relation of profit to value. Schmutz and Mc- 
Cormick. April 1935, p. 229-235. 

The relation of the switch track to industrial prop- 


July 


The appraisal report. July 1935, 


erty. Beardslee. Oct. 1934, p. 55-60. 
Rent 
Head, J. G. Valuation under modern conditions. 


April 1935, p. 212-222; Thorson, I. A. The inap- 
Plicability of the Ricardian rent theory to pres- 
ent day conditions. July 1935, p. 360-365. 

Reproduction Costs 
Graham, J. W. Reproduction value vs. reproduc- 
tion cost of residences. Oct. 1934, p. 61-64; Mosby, 
W. EE. Appraising single- family residences. 
April 1935, p. 253-258; Shattuck, C. B. Apprais- 
ing single-family homes. Jan. 193 35, p. 118-129. 

Reproduction value vs. reproduction cost of resi- 
dence. Graham. Oct. 1934, p. 61-64. 

Residential Property 
Graham, J. W. Reproduction value vs. reproduc- 
tion cost of residences. Oct. 1934, p. 61-64; Kaz- 
din, S. E. The six-story elevator apartment house. 
Oct. 1935, p. 433-436; Libott, Nathan. Pitfalls in 
residential appraising. April 1935, p. 259-263; 
Mosby, . E. Appraising single-family resi- 
dences. April 1935, p. 253-258; Russell, Horace. 
Appraisals for long term mortgage loans. April 
1935, p. 264-266; Shattuck, y sees 
single-family homes. Jan. 1935, Dp. 118-129. 

Reversions 
Layden, A. L. Some appraisal mathematics. 
1934, p. 12. 

Ricardo, David 
Thorson, I. A. The inapplicability of the Ri- 
ecardian rent theory to present day conditions. 
July 1935, p. 360-365. 

Robbins, Lionel. The great depression (book re- 
view) Jan. 1935, p. 192. 

Rudolph, M. J. Review of —“‘" _ Aenens resi- 
dential property. Oct. 1934, p. 

Rufener, L. A. Money and ie in the United 
States (book review) April 1935, p. 280. 

Rules of Professional ethics. American Institute 
of Real Estate Appraisers. April 1935, p. 273- 
275. 


Rural appraising. Doane. Oct. 1934, p. 46-50. 
Russell, Horace. Appraisals for long term mort- 
gage loans. April 1935, p. 264-266. 


Oct. 


The safe-risk rate formula. Burroughs. 


Oct. 1934, 
p. 51-54 

Schmidt, W. S. Real estate outlook for 1935. April 
1935, p. 270-272. 

Schmutz, G. L. Appraiser’s interest tables and 
their uses (book review) April 1935, p. 279-280; 
— and real estate values. Oct. 1934, p. 
65-73. 

Schmutz, G. L. and McCormick, L. O. Effect of 
credit and production on prices. Jan. 1935, p. 
130-137; Other factors affecting market price. 
July 1935, p. 351-359; The relation of profit to 
value. April 1935, p. 229-235. 

Scholz, K. W. H. and Pollock, W. W. The science 
and practice of urban land valuation (book re- 
view) Oct. 1934, p. 94-95. 

Schultz, Carlton. Review of Robbins. 
depression. Jan. 1935, p. 192. 

Securities 
Hamilton, A. C. Appraisals under the Federal 
Securities Act. Jan. 1935, p. 177-179; Haynes, J. L. 


The great 








486 Tue Journat or THe American Instirute or Reat Estate APPRAISERS 





The appraisal in the registration statement. Oct. 
1935, p. 417-421; Hyder, K. L. The administrative 
“joker” in the Federal Securities Act. April 
1935, p. 223-228; ss for purposes of public 
financing. Oct. 1935, p. 422-432. 

Securities and Exchange Commission 
Hamilton, A. C. Appraisals under the Federal 
Securities Act Jan. 1935,'p. 177-179; Haynes, J. L 
The appraisal in the registration statement. Oct. 
1935, p. 417-421; Hyder, K. L. The administra- 
tive “joker” in the Federal Securities Act. April 
1935, p. 223-228; Appraisals for purposes of pub- 
lic financing. Oct. 1935, p. 422-432. 

Shattuck, C. B. Appraising single-family homes. 
Jan. 1935, pv. 118-129. 

Sinking Funds 
American Institute -“ Real Estate Appraisers. 
Depreciation. Oct. 1935, p. 411; Layden, A. L. 
Some appraisal mathematics. Oct. 1934, p. 12-14. 

The six-story elevator apartment house. Kazdin, 
Oct. 1935, p. 433-436. 

Soderquist, Oscar. Depreciation and obsolescence. 
Oct. 1934, p. 84-85. 

ae appraisal mathematics. Layden. Oct. 1934, 


name jjhoushts of things. Thorson. Jan. 1935, 
1 


Pp. 

Special Assessments 
Morse, T. D. The influence of special reennnpents 
on farm values. July 1935, p. 335-34 

Stewart, C. L. Farm real estate Sdadiinas in Illi- 
nois (book review) Oct. 1934, p. 94; The place of 
buildings in appraising Illinois farms. April 1935, 
p. 248-252. 

Stores 
Green, J. B. Appraisal report. Oct. 1935, p. 
456-468. 

Subdivisions 
Angell, S. L. How should a municipality assess 
a developer’s property? Oct. 1935 p. 446-450. 

Summary of appraisal rates. July 1935, p. 373-380. 

Survey of housing facilities in Detroit. Danahey. 
Oct. 1935, p. 471-474. 

Switch Tracks 
Beardslee, L. B. The relation of the switch track 
to industrial property. Oct. 1934, p. 55-60. 


Tables 
McMichael, S. L. Depth tables, April 1935, p. 
205-211. 


Taxation 
Angell, S. L. How should a municipality assess 
a developer’s property? Oct. 1935, p. 446-450. 


The technique of preparing for court testimony. 
Laronge. July 1935, p. 303-309. 

Terminology 
Burr, Hudson. A new approach to rural apprais- 
ing. Jan. 1935, p. 156; Hall, J. B. Definition of 


terms. Oct. 1934, p. 74-79; President’s page. 
April 1935, p. 203 

Testimony 
Laronge, Joseph. The technique of preparing for 
court testimony. July 1935, p. 303-309. 

Thompson, W. S. Future hE growth and 
real estate values. Oct. 1934, p. 34-41. 

Thorson, I. A. The inapplicability of the Ricardian 
rent theory to present day conditions. July 1935, 
p. — Some thoughts of things. Jan. 1935, 
p. ‘ 

Trees 
Edwards, F. M. Landscaping as an offset to de- 
preciation. Oct. 1935, p. 437-440. The true value 
of real estate. Reed. July 1935, p. 342-350. 


Unset price appraisals. Hamilton. April 1935, p. 


Vacant Property 
Angell, S. L. How should a municipality assess 
a developer’s property? Oct. 1935, p. 446-450. 

The valuation and mortgage risk rating systems of 
the Federal Housing Administration. DuBois. 
July 1935, p. 324-334. 

The valuation of land with Mer tee | natural re- 
sources. Grossman. April 1935, p. 236-241. 

Valuation under modern conditions. Head. April 
1935, p. 212-222. 

Value. 
Gaddis, P. A. Concept of value. April 1935, p. 269; 
Hall, J. B. Definition of terms. Oct. 1934, p. 
74-79; He ad, J. G. Valuation under modern con- 
ditions. April 1935, p. 212-222; Hyder, K. L. Ap- 
praisals ax purposes of public financing. Oct. 

35, p. 422-432; Reed, H. E. The true value of 

real diate: July 1935, p. 342-350; Schmutz, G. L. 
Legislation and real estate values. Oct. 1934, 
p. 65-73; Schmutz, G. L. and McCormick, L. O. 
Other factors affecting market price. July 1935. 
p. 351-359; The relation of profit to value. April 
1935; p. 229-235; Thompson, W. 8S. Future popu- 
lation growth and real estate values. Oct. 1934, 
p. 34-41; Thorson, I. A. The inapplicability of 
the Ricardian rent theory to present day condi- 
tions. July 1935. p. 360-365; Some thoughts of 
things. Jan. 1935, p. 172. 

Vanderlip, F. A. Professional status of real estate 
appraising. April 1935, p. 269-270. 


Warehouses 
Burchfield, B. C. The appraisal of warehouses. 
Oct. 1935, p. 441-445. 

Wenzlick, Roy. Review of Clark. Strategic factors 
in business eycles. April 1935, p. 277. 


Coffin, G. H. Jr. Appraising property zoned for 
business. Oct. 1934, p. 29-33. 

















The JOURNAL of 
LAND & PUBLIC UTILITY 
ECONOMICS 


Founded in 1925 by Richard T. Ely 
Published Northwestern University 


August, 1935 


‘A Sound System of Mortgage Credits and Its Relation to Banking Policy. .Morton Bodfish 


Is the Power Holding Company Necessary?.............2+eeeeeee: Walter M. W. Splawn 
The Future of the Holding Company ..... ........000.06 .sceceseccaseroecvss Wendell L. Willkie 
Checking Erosion in the Upper Mississippi Valley.....Melville H. Cohee and R. H. Davis 
“Toward Bie. HACCtreed Ameren” ong «oo 33 nisi s 6 oe cae de niet iue teed caus anes Earl H. Barber 
Exemption of Homesteads from Taxation: A Case Study in Oklahoma. Raymond D. Thomas 
I. Air Express Service in the United States..............02c.cceeces Wayne L. McMillen 
I. The French Attack on the Housing Problem..........0..6 0.0605. caescsiorces Wells Bennett 


Public Utility Legislation in the Depression: 
II. Reorganization and Financing of Commissions..D. L. Marlett and Orba F. Traylor 


May, 1935 


The Place of Housing in National Rehabilitation....................00005 Harold L. Ickes 
The Commonwealth & Southern Objective Rate Plan.............e.eeeeeees F. A. Newton 
The German Back-to-the-Land Movement.................cccsccecccecceces Karl Brandt 
Rationalization Trends in the Electricity Distribution 

petems OF StOneer TOGO. ooo. ok 36a cincssaccvessones Severin Peter Langhof,, Jr. 
Some Fundamentals of Utility Taxation...................seeeeeees C. Woody Thompson 
Possible Modifications of Urban Land Policies in America.......... Harold 8. Buttenheim 
II. The Taxation of Railroads in the Southeast..................0000- Truman C. Bigham 


Public Utility Legislation in the Depression: 
I. State Laws Extending and Strengthening 

Communicator: Serene 66. 6.5 oo icine ces cc tees D. L. Marlett and Orba F. Traylor 
II. Marketing Electric Power in the Depression: A Study of Cases. Lawrence W. Chidester 


Departments DeparTMENT Eprrors 
TiGteaae EMG COMO isi 0 6 Ss os wn kb sain 5464000 KE an, oe tk 0's 30s Bs ow 0 
A MN i. o's ss 4's ooh «hin Sie A ae Wench aoe ceed tie ad ee abs leh George S. Wehrwein 
PN, SEUUIIIOE ivie-0.05.5. 004 cos shawn sede ubawce hss saede oes saees Edward W. Morehouse 


Subscription $5.00 per year 
Single copies $1.25 each 


Address all communications to the Managing Editor 
337 East Chicago Ave., Chicago, IIl. 












































COMPLETE YOUR 
LIBRARY 


A few copies of earlier issues of The Journal of the American Institute of Real 
Estate Appraisers are available. Feature articles in some of the recent issues 
are listed below. 


VOL. II, NO. 2—JANUARY, ed » ++ $1.25 


Seven Ways of Using the Capitalization Method..... bbissaeesaneeeare cccccceccoccccs OMnare BE. Beoves 
Valuation of Vacant Lots for Tax Purposes. .........ccsercccccccccccccccvcccccvceseccs Paul Schlagenhau 
OOO nonsdesewe -George L. Schimutz and 7 0. McCormic 
Changing Aspects of Real Estate “Appraising 60:00 0.0:0:4:0.00000660600000080040066000 coe ‘d,. W. Hopkins 
—— i NN Ny 6 .0.0:0:40:0-40 05.5:504050000 6.6004040006006000 a600008e ones senaeksenne ’ Jennett 
he Use of Tables and Formulas in Real Estate Appraisals @ een eeee oo0.s9enesseseseses tie ay Sue 
shall Values Be Based on Past, Present or Future?...........0+- MINI percival 0. Bowen 
A Condemnation Appraisal........... $64000605050040000000  Néeeuasabseaaseocccaencnsecs ea ae 


VOL. II, NO. 3—APRIL, 1934 
(Out of Print) 


VOL. II, NO. ee — eee ened 


Depreciation Allowances -..........seeseeees 2s coe eccccceccceces Lrederick M. Babcock 
TROIS BOI o.0.0.660000000000 00006600 9600000404400005050004008 $aneseeee eeeeeee-Leon Fleischmann 
An Appraisal that Went Sour.......... oceeee ppksceseeeneeses SDE OCPR RRL F. Reidy 
Reconstruction Caste Gf Dwellings. .....ccccccccccccccesecoocccece o0doecccocccese secceseoes Robert Heuck 
Appraisin ng Grain Elevators..... b0606:6.0.56066004006060:000000000000000000000000000688 “Allison P, Allingham 
Kents and Commodity Prices............. basaueseheeeenead George L. ae and Loring O. Fg nto 
Appraisal of a Prune Orchard.............. eer ret PereryT b00000000000000000000000006 W. 8. Guilford 
ee I I IIL. «0.0 :6:0.0:5:06.600:0:0:0:50.0:0:4000400000000004000600000000000000080008 H. ©. M. Case 
Contracts with Municipal Corporations..... $:6'0:006-4:000000000000000%00800008 p2sesees Andrew C. Hamilton 


VOL, III, NO. 1—OCTOBER, 1934 
(Out of Print) 


VOL. Ill, NO. 2—JANUARY, 1935 ... $1.25 













MS TI n, 5 0560940000508 0 d04000440400440R0R0S500ssedRS OO NESONSEES yers J. duBois 
Appraising Single Family Homes.........cceccoecssecees écatbbeeseanaeeatnkedenmned Chattes B. Shattuck 
Effect of Credit and Production on Prices..........seseeee0: George L. Schmutz and Lorin O. McCormick 
Central Business Pro yf POORER. cc cccceccecsees peseiskeseen 0450000600000500500008 Walter R. Kuehnle 
Capitalization Rates i ih i cseccceanecsseassenebabeneeebewaebbeawad George Robert Quin 
Se I I oo ot 006606-05'086000060000606000 0nn0nk06ecbessesenausecas ----L. C. Nanney 
Be De BO Te DTI oo oo 00 0006 cstecccececccececesecs 0ba06eosssecegeeans Hudson Burr 
Consequential Damages ...........+++ rr re ibn eaheb sane eneneeeeedebenan soceseed Cuthbert EZ. Reeves 
ey ee I PIII. 6 5 9 '0:0'0)00.0:4-469'0:010:6-0:0'0:06'05 4000040050000 04005060055 George A. Kuhn 
The Chartered Surveyors IMstitutiod. ....cccccccccccccccsscsocccccces o0venenceees o0000ceeeee .£. J. Maier 
Appraising under the Federal Securities ALE. cccvccccccocccccccccsccccose otpeoeesone ‘Andrew C. Hamilton 
VOL. III, NO. 3—APRIL, 1935 ..... $1.25 

PE OD 6 46:5:565.080 05005805 405446000000000000404000 oabbecdiobbdconaceseeeoes Stanley L. McMichael 
ee nS ... ... a5 ca cheno hondegheenesensedeesesessoneeneneee J. George Head 
The Administrative “Joker” in the Federal Securities Act............cccssecccceseccees * Lee Hyder 
The Relation of Prat B60 Vales... .ccccccccccccccccseces George L. Schmutz, and Loring O. McCormick 
Valuation of Land with Underlying ERIEEED. SOOIIIIII 6.0.0 4.4:0:0:0:0:00000000460006040804 Philip W. Grossman 
POPOOMIRMO LCRBOR. « o.0.0:0:0.0.0:0.00000000000000060s200cecccccccece $506nb000000460000400064ReaRES C. J. Pearce 
The Place of Buildings" in pporaising RE I 20 seccaccccesscscceceueesn -...-Charles L Stewart 
App praising Single realy a EAL RAaNawadhe koe she aonsebechs eheneean bens a0aeteas Wm. E. Mosby 

tfalls in Residential —- (AbGdektnaeksds shee ka sdatiavenason écesseeneesenns Nathan Libott 
Appraising for Long Term oe aoe 9 0:0:0:9:0'0 0 010:400.46'045.004500000500000600006bR00080% Horace Russell 
Upset Price Appraisals. ..ccccccccccccccccccccccccccccccccccccccccecccccccccccccces Andrew C. Hamilton 

VOL. Ill, NO. 4—JULY, 1935... . . $1.25 

De Ci I IN ono 6 5.450: 645560 5::0:6 6::6:b.55:00 0100 000 0505056 s see bedweweceaseee Joseph Fi 
ED ie (OU I I nag 5:60.0:06:00:010.k no8 50a on sioseceen sos abe a 6oeeeeceantbaseeian . H. Olson 
Determination of Mortgage Risk............. Frederick M. Babcock 


Valuation and Risk-Making Systems of FHA... 


-Ayers J. duBois 
Influence of Special Assessments on Farm Value: 


-True D. Morse 





True Value of Real Estate....... Ee SE Ee Henry E. Reed 
Factors that Affect Market Price. George L. Schmutz and Loring O. McCormick 
The Ricardian Rent Theory...... Ivan A. Thorson 
The Appraisal Report..........sccccccccccccccccssssscccesscsscesseesesscsssssseesenes J. Alvin Register 


Address orders and make checks payable to: The Journal of the American 
Institute of Real Estate Appraisers, 22 W. Monroe Street, Chicago, Illinois. 
































_A fe 


